———$_—_ 


ll 


ul 


Publications 


{ 
ee . 
GS 


| 


31761 11 


NATIONAL ENERGY BOARD 
REASONS FOR DECISION 


i 


IM 


In the Matter of a Public Hearing into the 
Matter of Certain Terminal, Storage and Related 
Facilities Owned or Leased and Operated by 
Dome Petroleum Limited in Windsor, Ontario 


January 1986 


Governme 
Publicatio 


NATLONAL ENERGY BOARD 


In the Matter of a Public Hearing Pisk 
into the Matter. of Certain Termin 
Storage and Related Facilities Ownéd 

or Leased and Operated by Dome)’ -. zy: 
Petroleum Limited in Windsor, Ontario 


Y &, 

Qo eH 
The Board, having received and considered the report. qatba°Saduary 
1986 of the Presiding Member, Mr. J.R. Hardie, made purswant to 
Section 14 of the National Energy Board Act, hereby decides that 


the Board has jurisdiction over the Ethane Shippers' Joint Venture 
facilities located in Windsor as they are described in the report. 


As indicated in the report, the evidence shows that the ethane 
storage caverns and related facilities were developed to enable 
the Cochin System to move ethane. The movement of ethane, along 
with the provision of ethylene to Dow at Sarnia, was the reason 
for the construction of the core federal undertaking, the Cochin 
System. The ethane storage caverns and related facilities have 
always been dedicated to serving this purpose and have never 
served any other purpose. These facilities are essential to the 
core federal undertaking. 


In the Board's assessment, the Ethane Shippers' facilities will 
continue to be vital to the operation of the Cochin System, even 
though the System is likely in the future to move products other 
than ethane and ethylene from Western to Eastern Canada. 


The degree of physical connection and operational integration 
between the Ethane Shippers' facilities and the pipeline, as well 
as the corporate interrelationship between the owners of the 
ethane storage facilities and of the pipeline, are also factors 
which helped lead the Board to the conclusion that the Ethane 
Shippers' facilities form an indivisible part of the Cochin System. 


Consequently, to give effect to its decision, the Board issues the 
following Order No. MO-25-86, made pursuant to Section 49 of the 
Act and Order No. TGI-4-86, made pursuant to Subsection 16.1(2) of 
the Act. 


With respect to the other subject matter of the hearing, that is, 
the present and future need for additional storage facilities at 
Windsor, the Board has decided that the evidence as to need was 
not conclusive. Therefore, the Board has decided not to initiate 
further action at this time. 


Finally, with respect to Gulf's request that the Board issue an 
order, pursuant to subsection 59(2) of the Act "formalizing the 
common carrier status which presently exists", the Board agrees 
with Mr. Hardie's recommendation that it is not appropriate for 
the Board to issue such a general order. 


Dated at Ottawa, Canada, 6 February 1986. 
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~R. Priddle Palio Ublenbes 
Chairman Associate Vice-Chairman 


R.B. Horner 
Member 
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G. Stewart .B. Gilmour 


Member 


Having considered the report dated January 1986 of the Presiding 
Member, Mr. J.R. Hardie, made pursuant to Section 14 of the NEB 
Act, I concluded, as did my colleagues, that the evidence 
supported a finding of Board jurisdiction; however, I was unable 
to be decisive on the question of whether the evidence before us 
was conclusive as to Board jurisdiction over facilities in Windsor 
additional to the Ethane Shippers Joint Venture facilities. 
Accordingly, I abstained from voting on the matter. 


Dated at Ottawa, Canada, 6 February 1986. 


R.F. Brooks Zz 


Vice Chairman 
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Having considered the report dated January 1986 of the Presiding 
Member, Mr. J.R. Hardie, made pursuant to Section 14 of the NEB 
Act, we conclude, that the Board has jurisdiction over all of the 
storage and associated facilities at Windsor. Therefore, we are 
not in agreement with the limited expression of the Board's 
jurisdiction as set out in the Board's Decision and orders 

nos. MO-25-86 and TGI-4-86. 


Dated at Ottawa, Canada, 6 February 1986. 


Zee Be Apt 


Scotland A.D. Hunt 
Ne eeeeee Vice-Chairman Associate Vice-Chairman 
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NATIONAL ENERGY BOARD OFFICE NATIONAL DE L'ENERGIE 


IN THE MATTER OF the National Energy Board Act 

(hereinafter referred to as the Act) and the 

Regulations made thereunder; and 

IN THE MATTER OF a public hearing into the 

existence of and access to terminal and 

storage facilities located in Windsor, 

Ontario, held in Calgary, Alberta, 

commencing on 29 October 1985 pursuant to 

Board Order MH-5-85, as amended, under 

file? nos: -1750=-C18-1. 

BE FORE the Board on 6 February 1986. 

WHEREAS the Board has determined that the facilities 
constructed and operated in or near Windsor, Ontario and known as 
the Ethane Shippers Joint Venture facilities are facilities which 
fall under the Board's jurisdiction; 

AND WHEREAS the Board has issued Order No. MO-25-86, 
dated 6 February 1986, pursuant to section 49 of the Act, with 
respect to the said facilities; 

AND WHEREAS it appears that no published toll for the use 
of the said facilities has been either specified in a tariff that 
has been filed with the Board and is in effect or approved by an 
order of the Board; 

AND WHEREAS the Board has decided to approve, on an 
interim basis, a toll for the use of the said facilities; 

IT IS ORDERED THAT: 
ls. Pursuant to subsection 16.1(2) of the Act, an interim 
throughput toll of $1.57 per cubic metre shall be applied to 


products entering the Ethane Shippers Joint Venture facilities 


located in’ or near Windsor, Ontario. 


aa The toll Prescribed in paragraph 1 shall be reapplied 
every 30 days to products remaining in the faci licens longer than 
30 days. 

a The Ethane Shippers Joint Venture, owner of the 
facilities, or Dome Petroleum Limited, Operator of the facilities, 
Shall as soon as Possible file with the Board for its approval, a 
Proposed final toll for the use of the facilities. 

4. The toll filed Pursuant to Paragraph 3 shall not come 
into effect until it is Specifically approved by the Board. 

5. This order shall remain in effect only until such time ag 
the Board's decision with respect to the toll filed pursuant to 
Paragraph 3 comes into effect. 


National Energy Board, 


Rah ise Klenavic, 
Secretary 


TGI- 4-86 


NATIONAL ENERGY BOARD OFFICE NATIONAL DE L'ENERGIE 


CANADA 


Order No. MO-25-86 


IN THE MATTER OF the National Energy Board Act 

(hereinafter referred to as the Act) and the 

Regulations made thereunder; and 

IN THE MATTER OF a public hearing into the 

existence of and access to terminal and 

storage facilities located in Windsor, 

Ontario, held in Calgary, Alberta, 

commencing on 29 October 1985 pursuant to 

Board Order MH-5-85, as amended, under 

f7le no.  1750-Ci8-1. 

BEFORE the Board on 6 February 1986. 

WHEREAS the Board, following a hearing into the matter 
held in Calgary commencing on 29 October 1985, has ascertained 
that facilities constructed and operated in or near Windsor, 
Ontario and known as the Ethane Shippers Joint Venture facilities 
are facilities which fall under the Board's jurisdiction; 

AND WHEREAS it appears that the authorizations required 
pursuant to the National Energy Board Act for the construction and 
operation of the said facilities have never been sought or granted; 

AND WHEREAS the Board has decided that LeeLee lo nGCne 
public interest to allow the continued operation of the said 
facilities; 

IT 1S ORDERED, PURSUANT TO SECTION 49 OF THE ACT, THAT 
facilities, being three underground storage caverns together with 
related surface facilities including product injection pumps, 
surface brine storage, brine pumps, handling, metering and 
dehydration facilities and surface piping connecting the 
aforementioned facilities to the Cochin Pipeline System or the 


Dome Eastern Delivery system, altogether known as the Ethane 


Shippers Joint Venture facilities, located in or near Windsor, 


Ontario, which facilities are owned by the Ethane Shippers Joint 
Venture, a joint venture consisting of Dome Petroleum Ltd., Dow 
Chemical Canada Inc., A.G. Pipe Lines (Canada). Ltd., Petro-Canada 
Inc. and Shell Canada Resources Ltd., and operated by Dome 
Petroleum Limited are exempt from the provisions of section 26 of 
the Act on the following conditions: 

iP That the Ethane Shippers Joint Venture file with the 
Board, as soon as possible, as built drawings, acceptable to the 
Board, of the facilities. 

a That the Ethane Shippers Joint Venture or Dome Petroleum 
Ltd. file with the Board as soon as possible the pressure testing 
program used for the facilities when they were placed in service 
and the results of the test, and that the Board find both of these 
to be acceptable. 

sis That the operator of the facilities not be changed unless 
prior authorization for the change has been obtained from the 
Board. 


NATIONAL ENERGY BOARD, 


; J.S. Klenavic, 
/ Secretary 
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Bypassing: 


Cochin System: 


Ethane Shippers 
Joint Venture: 


Slipstreaming: 


Tightlining: 


Glossary of Terms 


In order to deliver product from one pipeline into another pipeline of 
lower capacity, three different methods are employed. In this \report 
these are referred to as bypassing, slipstreaming, and tightliming. 


When product is delivered from a pipeline at its full line rate and is 
transferred into a second pipeline at its lower delivery rate the difference 
between the volume of product delivered out of the first pipeline and the 
lower volume of product accepted by the second pipeline is\directed 
into breakout storage. The volume delivered directly into the second 
pipeline is the bypass volume. 


The Cochin system refers to that pipeline which extends from Fort 
Saskatchewan, Alberta to Sarnia, Ontario. The Canadian portion of the 
line is certificated in Canada by OC-29 and is owned by Cochin Pipe 
Lines Ltd., Dow Chemical Canada Inc., A.G. Pipe Lines, (Canada) Ltd., 
Shell Canada Limited, and Petro-Canada. It is operated by Cochin Pipe 
Lines Ltd., a wholly-owned subsidiary of Dome Petroleum Limited. The 
system includes facilities leased by its owners near Regina (breakout 
storage) and the pipeline extension from Windsor to Sarnia, both under 
the jurisdiction of the Board. 


A joint venture of the ethane shippers on the Cochin rude are 
Dome Petroleum Limited, Dow Chemical Canada Inc., A.G. Pipe Lines 
(Canada) Ltd., Shell Canada Limited and Petro-Canada. 


Slipstreaming is when only a portion of the product being carried by the 
pipeline is withdrawn at a certain delivery point. The balance of the 
product continues down the pipeline for delivery at downstream 
terminals. The volume withdrawn is the slipstream volume. 


Tightlining involves the delivery of all of the product being carried by 
one pipeline into another pipeline without slipstreaming or bypassing. 
This operation can only be accomplished if the capacity of the second 
pipeline meets or exceeds the rate at which deliveries from the first 
pipeline are made. This may require reducing the delivery rate at which 


the first pipeline is normally capable of operating. 


G. Pipe Lines: 


moco: 
bl: 
pd: 
sjoard: 
-anStates: 
chevron: 
CIGAS: 
Cochin: 


Columbia: 


Consumers: 


Dome: 
Dome NGL: 


Dow: 


EDS: 


Esso: 


F.E.R.C.: 


Gulf: 


ICG: 


IPL: 


(vi) 


List of Abbreviations 
A.G. Pipe Lines (Canada) Ltd. 
Amoco Canada Petroleum Company Limited 
Barrel. 1 bbl is approximately equal to 0.159 m3 
Barrels per day 
National Energy Board 
CanStates Energy 
Chevron Canada Resources 
CIGAS Products Ltd. 
The Owners of the Cochin System Joint Venture 
Columbia LNG Corporation 
Consumers Power Co. 
Dome Petroleum Limited 
Dome NGL Pipeline Ltd. 


Dow Chemical Canada Inc. 


In this report EDS refers to the Eastern Delivery System pipeline which 
originates in Marysville, Michigan and extends to Green Springs, Ohio 
via Sarnia and Windsor, Ontario. The Canadian portion of the pipeline is 
owned by Dome NGL Pipeline Ltd. 

Esso Resources Canada Limited 

Federal Energy Regulatory Commission (United States of America) 
Gulf Canada Limited 

ICG Liquid Gas Ltd. 

Refers to the pipelines from Fort Saskatchewan, Alberta to Montréal, 


Québec, via Sarnia, owned and operated by Interprovincial Pipe Line 
Limited. 


MAPCO: 


NEB Act: 


NGL’s: 


NGL mix: 


O.D.: 


Ontario: 


PanCanadian: 


Petro-Canada: 


Petrosar: 
Polysar: 


Procor: 
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kilometre 

kilopascal 

Liquid Petroleum Gases 
cubic metre 

Cubic metres per day 
millimetre 


Refers to the American pipelines owned and operated by Mid-American 
Pipeline Co. | 


National Energy Board Act 


In this report, natural gas liquids include specification ethane, propane 
and butanes. 


Natural gas liquid mixtures that need to be fractionated to obtain 
specification product. Typically, an NGL mix available in Eastern Canada 
consists of propane, butanes, and condensate. 

Outside diameter of a pipeline 

The Minister of Energy for Ontario 

PanCanadian Petroleum Limited 

Petro-Canada Inc. 

Petrosar Limited 


Polysar Limited 


Procor Limited 


psia: 
Shell: 
SNG: 


Sun-Canadian: 


Trans-Northern: 


U.S.: 


(viii) 


pounds per square inch 

Shell Canada Resources Limited 
Synthetic natural gas 
Sun-Canadian Pipe Line Limited 
Trans-Northern Pipe Line Company 


United States of America 


Chapter 1 
Background 


1.1. Introduction 


During the summer of 1985, in the course of the Board's 
review of new propane tariffs filed for the Cochin sys- 
tem, numerous Concerns were expressed by interested 
parties regarding the proposed introduction of the ex- 
isting Windsor, Ontario storage and loading terminal as 
--a new propane destination in Cochin’s tariffs. Specifi- 
cally, the availability of the Windsor terminal to potential 
Cochin propane shippers and therefore its suitability as 
a new propane terminal for the Cochin system were 
questioned. 


Although the Board authorized the addition of Windsor 
as a propane terminal in Cochin’s tariffs, it also decided 
to hold a public hearing to respond to the concerns of 
the potential propane shippers regarding the storage 
and terminalling arrangements at Windsor. As outlined 
in Order MH-5-85 (see Appendix |) calling the hearing, 
the purpose was to provide further information to the 
Board so that it would be in a better position to assess 
its position with respect to jurisdiction over the storage 
and related facilities in Windsor and to determine 
whether, based on the present and future need for 
storage and terminalling facilities at Windsor, it should 
take further action. 


1.2 Development of the Dome EDS and Cochin 
Pipelines 


Following the purchase and development of under- 
ground storage in Windsor, Ontario by Dome Petroleum 
Limited, Cochin Pipe Lines Ltd. applied to the Board in 
late 1972 to construct and operate dual pipelines ex- 
tending from the Windsor storage site to the interna- 
tional boundary in the Detroit River. Early in 1973, the 
Board issued Order XO-1-73 to Cochin Pipe Lines Ltd. 
approving the application. When construction of this 
facility was completed in late 1973, it formed alink in the 
Dome EDS connecting the Windsor storage to the U.S. 
pipeline, thus allowing hydrocarbons from Sarnia, 
Ontario and the U.S. to be delivered to the storage 
facility at Windsor by rail and then be injected into the 
southern portion of the EDS for furtherance to the Co- 
lumbia LNG Corporation SNG plant at Green Springs, 
Ohio. 


Also in late 1973, an application was made by Dome 
NGL Pipeline Ltd. to construct a pipeline from the inter- 
national boundary in the St. Clair River to Sarnia and on 
to the storage site at Windsor. Permission was also 
requested to transfer one of the river crossings owned 
by Cochin Pipe Lines Ltd. to Dome NGL. 


The Board issued Certificate OC-28 authorizing the 


_ construction and operation of this section of the Dome 


EDS. It also authorized the requested transfer of the 
pipeline. Deliveries from Sarnia to Windsor through this 
pipeline commenced in 1974. 


In 1973, Cochin Pipe Lines Ltd. as operator of a joint 
venture applied to the Board for authorization to con- 
struct the Canadian portion of a pipeline (hereinafter 
referred to as the Cochin system) extending from Fort 
Saskatchewan, Alberta via Windsor to Sarnia, Ontario. 
In 1974, the Board issued Certificate OC-29 approving 
the construction and operation of this pipeline. 


The construction of the Cochin system commenced in 
1977 and deliveries into the U.S., through its western 
section, began in June 1978. In 1979, Cochin was 
authorized to amend its project between Windsor and 
Sarnia in numerous respects. Included as part of the 
authorized amendment was the exchange of most of its 
pipeline between Windsor and Sarnia with a corre- 
sponding length of Dome NGL's line. In effecting this 
transfer, Cochin Pipe Lines Ltd. acquired the Windsor 
to Sarnia section of the Dome NGL pipeline and made it 
available to the Cochin system by way of a long-term 
lease arrangement. The Cochin system also acquired 
for its own use one of the two existing pipelines from 
Windsor to the international boundary in the Detroit 
River that were constructed pursuant to Board Order 
XO-1-73. 


The Windsor to Sarnia section of the Cochin system 
was completed in October 1979. During 1979, addi- 
tional storage at Windsor was developed which consis- 
ted of three ethane caverns, on behalf of the Cochin 
Ethane Shippers Joint Venture, and one ethane/ 
ethylene interface cavern, on behalf of the Cochin 
system. 


The ability of the Cochin system to transport ethane 
and ethylene from Alberta to distant markets makes it a 
key component of the Alberta Ethane — Ethylene Pe- 
trochemical Project. Ethylene is delivered to the Dow 
Chemical Canada Inc. plant in Sarnia. Ethane for Co- 
lumbia’s SNG plant in Green Springs, Ohio is delivered 
out of the Cochin system at Riga, Michigan or Windsor 
for furtherance to Green Springs via the Dome EDS. 


1.3 Incentive Tariffs During 1985 


Until June 1985, Windsor, Ontario was not specified as 
a propane delivery point in the Cochin system tariff. Any 
propane interface, or small quantities of propane that 
arrived in Windsor through the operation of the pipeline, 
became the property of the Cochin system pursuant to 
the operating agreement. Once at Windsor, these vol- 
umes were sold by the Cochin system to Dome and 
therefore no toll was payable. 


In the spring of 1985, Dome, one of the joint owners of 
the Cochin system, offered to ship during July and 
August of that year, 15 900 m3 (100,000 bbls) of pro- 
pane from Fort Saskatchewan to Windsor. It negotiated 
a total toll of $19.18/m3 ($3.05/bbl) under a ship-or-pay 
contract with the owners of the Cochin system. This toll 
represented a 45 percent discount from the regular 
total Cochin system toll that applied to ethane and 
ethylene. To effect this shipment, Cochin filed with the 
Board, on 3 June 1985, propane tariff NEB No. 27 
which added Windsor as a delivery point for propane, 
effective 30 June 1985. Cochin also filed propane tariff 
NEB No. 29 on 18 June 1985 which provided reduced 
tolls for propane shipments of a minimum 7 900 ms: 
(50,000 bbls) to a single destination in a 30-day period 
under a ship-or-pay contract. Tariff NEB No. 29 was 
scheduled to be effective on 1 July and to expire on 1 
September 1985. 


The filing of tariffs NEB No. 27 and NEB No. 29, drew 
several interventions from interested parties. On the 
basis of this information the Board accepted tariff NEB 
No. 27, but found tariff NEB No. 29 to be unjustly 
discriminatory and suspended it pursuant to Order 
TO-7-85 dated 28 June 1985. 


Cochin filed a further tariff, NEB No. 31, on 18 July 
1985. This tariff was identical to the suspended tariff, 
except that it reduced the minimum ship-or-pay volume 
from 7 950 ms (50,000 bbls) to the greater of 


(a) 790 ms (5,000 bbls) in a 30-day period or 


(b) 185 percent of the average of the previous 
five year shipments for the corresponding 
30-day period. 


The Board accepted tariff NEB No. 31 which was effec- 
tive 18 July 1985 and which was to expire on 1 Septem- 
ber 1985. 


On 16 July 1985, Cochin also filed ethylene tariff NEB 
No. 30 to provide for short-term shipments of ethylene 
from Fort Saskatchewan, Alberta to the Dow plant at 
Sarnia, Ontario at a 45 percent discount off the regular 
toll. This tariff was in response to an expression of 
interest from Dow to tender an incremental shipment of 
23 800 m3 (150,000 bbls) of ethylene during July and 
August 1985, conditional upon the approval of an in- 
centive tariff. Dow is an owner of the Cochin pipeline 
and the only shipper of ethylene to date on the Cochin 
system. The Board accepted tariff NEB No. 30 which 
was to go into effect on 15 August 1985 and expire on 
1 September 1985. 


Subsequently, the expiry dates of both tariffs NEB No. 
30 and NEB No. 31 were extended to 14 September 
1985 in order to allow for the delivery of shipments 
which had already been tendered. 


1.4 The Ownership of the Cochin System 


The Canadian sections of the Cochin system, exclud- 
ing the Windsor to Sarnia section of the pipeline, are 
owned in undivided percentage interest pursuant to the 
Joint Venture Agreement for the Construction, Opera- 
tion and Maintenance of Cochin Pipeline, dated 14 
September 1976, as amended. The present ownership 
is: 


Cochin Pipe Lines Ltd. 
(a wholly-owned subsidiary of 
Dome Petroleum Ltd.) 


32.5% 


Dow Pipeline Ltd. 
(a wholly-owned subsidiary 
of the Dow Chemical Co.) 


A.G. Pipe Lines (Canada) Ltd. 
(a wholly-owned subsidiary of 
NOVA, An Alberta Corporation) 


Petro-Canada Inc. 
(a wholly-owned subsidiary of 
Petro-Canada) 


32.5% 


20.0% 


10.0% 


Shell Canada Resources Limited 5.0% 
(a wholly-owned subsidiary of 
Shell Canada Ltd.) 


100.0% 


The Windsor to Sarnia section of the system is owned 
by Cochin Pipe Lines Ltd. and is made available for use 
by the Cochin pipeline through a long-term lease. A 
similiar arrangement allows the Cochin system to use 
certain storage facilities owned by Procor Limited lo- 
cated near Regina, Saskatchewan. 


The U.S. section of the Cochin system is owned in 
undivided percentage interest by: 


Dome Pipeline Corporation 
(a wholly-owned subsidiary 
of Dome Petroleum Ltd.) 


32.5% 


Midland Pipeline Corp. 
(a wholly-owned subsidiary 
of The Dow Chemical Co.) 


32.5% 


A.G. Pipe Lines Inc. 
(a wholly-owned subsidiary 
of NOVA, An Alberta Corporation) 


Pacific Pipelines Inc. 
(a wholly-owned subsidiary 
of Petro-Canada) 


20.0% 


10.0% 


Salmon Pipelines Ltd. 5.0% 
(a wholly-owned subsidiary 
of Shell Canada Ltd.) 


100.0% 


1.5 The Ownership of the Ethane Storage Caverns 


The three ethane storage caverns designated as E-1, 
E-3 and E-5 are owned in undivided percentage inter- 
est pursuant to the Agreement for the Construction, 
Ownership and Operation of the Windsor Storage Facil- 
ity, dated 1 December 1977, as amended. This Agree- 
ment has been referred to as the Ethane Shippers Joint 
Venture Agreement. The ownership is: 


Dome Petroleum Ltd. 32.5% 
Dow Chemical Canada Inc. 32.5% 
(a wholly-owned subsidiary 
of The Dow Chemical Co.) 
A.G. Pipe Lines (Canada) Ltd. 20.0% 
(a wholly-owned subsidiary of 
NOVA, An Alberta Corporation) 
Petro-Canada Inc. 10.0% 


(a wholly-owned subsidiary of 
Petro-Canada) 


Shell Canada Resources Ltd. 5.0% 
(a wholly-owned subsidiary of 
Shell Canada Ltd.) 


100.0% 


The Ethane Shippers also own, pursuant to other 
agreements, certain ethane and propane storage and 
handling facilities near Fort Saskatchewan, Alberta, 
surface piping facilities connecting the ethane caverns 
at Windsor to the Cochin system and EDS pipelines, 
and a dehydration facility at Windsor (see 
Appendix VI). 


1.6 The Operating Agreement for the Cochin 
System 


The operation and maintenance of the Canadian sec- 
tions of the pipeline is carried out pursuant to the Joint 
Venture Agreement for the Construction, Operation and 
Maintenance of Cochin Pipeline, dated 14 September 
1976, as amended. 


The Agreement designates Cochin Pipe Lines Ltd., as 
the operator of the pipeline, sets forth its functions as 
the operator, and the conditions under which the oper- 
ator can be changed. The Agreement establishes an 
operating committee which consists of one representa- 
tive from each owner with voting strength in proportion 
to the ownership percentage. The representative of the 
operator is the chairman of the operating committee. 


The operating committee exercises general control 
and supervision with respect to the construction, oper- 
ation and maintenance of the pipeline and approves 
any capital or operating budgets. Pursuant to the 
Agreement, a Cochin pipeline tariff requires the ap- 
proval of the operating committee by an 85 percent 
vote of the ownership holding. 


With respect to pipeline expansion, the Agreement stip- 
ulates that any expansion involving the construction of 
a pipeline extension, a lateral, or a storage facility, 
requires an affirmative vote of 85 percent of the owner 
ship holding. It further provides that under certain con- 
ditions an owner may elect not to participate in any 
proposed expansion. However, no owner may decline 
to participate in an expansion ordered by a government 
authority. 


Neither the Cochin system nor its operator, Cochin Pipe 
Lines Ltd., has any employees. Employees that are 
engaged in the operation of the Canadian sections of 
the Cochin system are employees of Dome. 


1.7 The Operating Agreement for the Ethane 
Storage Caverns 


The operation and maintenance of the ethane storage 
caverns are carried out pursuant to the Agreement for 
the Construction, Ownership and Operation of the 
Windsor Storage Facility, dated 1 December 1977, as 
amended. The Agreement establishes an operating 
committee which consists of one representative from 
each owner, with voting strength in proportion to the 
ownership interest. The Agreement designates Dome 
as the operator of the storage facilities. It also stipulates 
that no other owner is entitled to replace Dome as 
operator of the facilities unless Dome or its affiliates 
cease to act as operator of the Cochin system, in which 
case a new operator of the storage facilities may be 
appointed by the operating committee. The represen- 
tative of the operator is the chairman of the operating 
committee. 


The operating committee exercises general control 
and supervision with respect to the construction, oper 
ation and maintenance of the facilities. The Agreement 
provides that any tariff for storage will require an affir- 
mative vote of 85 percent of the ownership interest. The 
operating committee approves any agreements related 
to the facility, including any proposal to lease the facility 
to others. 


The Agreement provides for the allocation of operating 
costs to the Dome NGL facility, the Cochin interface 
facility and the ethane storage facility. Pursuant to Ex- 
hibit “E” of the Agreement, the allocation of the operat- 
ing costs of the Windsor Common Cost Centre (those 
costs that are not directly attributable to any specific 
Windsor facilities) is subject to adjustment from time to 
time but is currently made as follows: 


Storage 
— NGL (Dome NGL Facility) 10% 
— Ethane (the Ethane Storage Facility) 935% 
— Cochin (the Cochin Interface Facility) 5% 


Canadian pipelines 


— NGL 5% 

— Cochin 20% 
U.S. pipelines 

— NGL 20% 

— Cochin 5% 


At Windsor, Dome employees are responsible for oper- 
ating the Dome facilities, the Cochin system facilities, 
the Ethane Shippers’ facilities and the Dome EDS 
facilities. 


Chapter 2 
Facilities and Operation 


2.1. The Fort Saskatchewan Facilities 


The Cochin system extends from Fort Saskatchewan, 
Alberta to Sarnia, Ontario. Most of its shipments are 
initiated from the underground storage facilities in Fort 
Saskatchewan which are owned by various companies 
and joint ventures. Among these are Dow, Dome and 
Amoco Canada Petroleum Company Limited jointly, 
and the Ethane Shippers Joint Venture. The storage of 
the latter group is operated by Dome. There is also 
storage for NGL mix, propane, butanes and con- 
densate. This storage is connected to a fractionation 
plant at Fort Saskatchewan operated by Chevron Can- 
ada Resources on behalf of a joint venture in which 
Dome and Gulf Canada Limited are partners. A storage 
facility owned by Procor, in Beamer across the river 
from Fort Saskatchewan, is connected by pipeline to 
the Cochin facilities. However, the delivery rates from 
this line are not sufficient to initiate batches. 


The Ethane Shippers provide batch accumulation and 
injection facilities. Dow and Dome-Amoco deliver di- 
rectly from their storage into the Cochin pipeline. The 
fractionation plant and storage facilities operated by 
Chevron are also connected directly to the Cochin sys- 
tem and are capable of initiating batches. 


A terminalling fee, depending on the service provided, 
is established by the owners of the facilities at Fort 
Saskatchewan. The terminalling fee for the ethane cav- 
erns includes a fee for batch accumulation and injec- 
tion into the Cochin system. Cochin, itself, does not 
charge a fee for injection into its system. The fees have 
been determined without either federal or provincial 
regulatory intervention and have been accepted by 
industry. According to the evidence at the hearing, the 
various owners charge similar fees which may be a 
result of competition. 


2.2 The Cochin System 


The Cochin system (see Appendices ||| and IV) ex- 
tends from Fort Saskatchewan, Alberta to Sarnia, 
Ontario. The 323.9 mm OD. pipeline is 3 060 km in 
length and includes 31 pump stations. The Canadian 
portions of the pipeline, which are subject to the 


Board's regulation, consist of 1 125 km of pipeline and 
11 pump stations. 


The pipeline was designed to ship ethylene and speci- 
fication NGL's (although it has never shipped butanes). 
A recent development has been the successful ship- 
ment of a test batch of an NGL mix from Kerrobert, 
Saskatchewan to Dome’s storage caverns at Windsor. 
This has led to the proposal for an NGL mix tariff by 
Cochin. Historically, the system has delivered ethane to 
Riga, Michigan and Windsor, propane to various U.S. 
delivery points, ethylene to Sarnia, and product inter- 
face to Windsor. Over half of these deliveries have been 
ethane. 


The 1985 summer propane incentive tariff resulted in 
the shipment of large batches of specification propane 
to Windsor for the first time. In Windsor, some of this 
propane was bypassed through to the EDS, for fur 
therance to Sarnia. 


The capacity of the pipeline varies depending on the 
products shipped and the number of batches in it at 
one time. In its current use, Cochin described the 
pipeline as having a capacity of approximately 
14 300 m3/d (90,000 bpd). The addition of NGL mix, 
depending on the size and frequency of the batches, 
would reduce the capacity to approximately 
12 700 m3/d (80,000 bpd). The introduction of batches 
of butanes would further reduce the pipeline capacity. 
However, Cochin indicated that certain “debottleneck- 
ing’ types of projects could be carried out to marginally 
increase the capacity of the line. While the transit time 
from Fort Saskatchewan to Windsor varies with line rate. 
Cochin estimated that, for 1984, it averaged approx- 
imately 36 days. 


Beyond Windsor, the Cochin system continues directly 
into the Dow plant in Sarnia. The capacity of this portion 
of the system is also 14 300 m3/d (90,000 bpd), al- 
though it is dedicated to ethylene shipments only and 
therefore is idle many days of each month. 


In addition to the injection facilities at Fort Saskatche- 
wan, temporary NGL mix injection facilities were 
provided by the Cochin pipeline at Kerrobert to initiate 
the test batch of NGL mix. These temporary facilities 


allow the Cochin pipeline to ship 950 m3 (6,000 bbls) of 
NGL mix on average per day. However, shipping in this 
manner could cause some operational difficulties. 
Cochin stated that new facilities may have to be in- 
stalled at Kerrobert and Fort Saskatchewan for the long- 
term shipping of NGL mix. 


Underground storage facilities in Regina, owned by 
Procor, are leased by the Cochin system as breakout 
storage to enhance its operation. Five caverns have 
been leased, three of which are being used for either 
ethane or propane storage. Product has also been 
received into these storage caverns from the adjoining 
Procor facility for shipment through the Cochin pipeline. 
The facilities are operated as part of the Cochin system 
by Dome. 


The Cochin system provides surface propane storage 
and loading facilities at five terminals in the U.S.: Ben- 
son, Minnesota (capacity of 4 900 m3 (31,000 bblis)); 
Carrington, North Dakota (capacity of 2 900 m3 
(18,500 bblis)); Mankota, Minnesota (capacity of 
2 700 m3 (17,000 bblis)); New Hampton, lowa (capac- 
ity of 3 200 m3 (20,000 bblis)); and Milford, Indiana 
(capacity of 4 800 ms (30,000 bblis)), all of which are 
regulated by the Federal Energy Regulatory Commis- 
sion. A public tariff is charged for terminalling propane 
off the Cochin system at these locations. The terminall- 
ing charge includes various services, for example, at 
Benson, the charge of $.92 (U.S.) per bbl includes five 
days terminalling storage as well as use of tank car and 
truck loading facilities. It was explained that these facili- 
ites are provided as part of the Cochin system because, 
during the planning stages of the pipeline in 1976, 
Cochin determined that, in order to attract propane 
customers in the U.S., it would be necessary to con- 
struct terminals with tank car 

loading facilities. 


Ethane/ethylene interface storage is also provided by 
the Cochin system at Windsor. Storage facilities owned 
by others and the EDS pipeline can be accessed from 
the Cochin system at Windsor (if the interconnecting 
facilities are made available). The Cochin system also 
connects to the EDS and Mid-American Pipeline Co. 
pipelines in the U.S. 


2.3. The Windsor Terminal 


The Windsor terminal (see Appendix V1) is located ona 
33 hectare (81 acre) site at km 2 923 of the Cochin 
system and serves as a link to the Dome EDS. The 
Sarnia-Windsor corridor is underlain by salt beds which 
are ideal for the underground storage of hydrocarbons. 
At the Windsor site, the following caverns have been 
developed. 


(i) One 12 719 m3 (80,000 bbl) cavern (I-4) which is 
part of the Cochin system and is presently used for 
storing the ethane/ethylene interface; 


(ii) Three caverns (E-1, E-3 and E-5) of a total capacity 
of 144 363 m3 (908,000 bbls) which are owned by 
the Ethane Shippers Joint Venture and are pres- 
ently used for the storage of ethane received from 
the Cochin system and destined for Green 
Springs, Ohio via the Dome EDS system; 


(iii) Three caverns (32, 33 and 35) of a total capacity of 
480 150 m3 (3,020,000 bbis) which are owned by 
Dome. Two of these caverns are used to store NGL 
mix from the Dome plant in Sarnia while the other 
(cavern 35), which is 81 085 m3 (510,000 bbls), is 
now being used to store specification propane; 
and 


(iv) Two caverns (B7 and P8), each with an approxi- 
mate capacity of 55 700 m3 (350,000 bbls), owned 
by Dome. These caverns are full of brine and are 
not presently connected to hydrocarbon facilities. 


Surface facilities at Windsor include the following: 


(v) A sixteen-spot rail and truck loading facility, 
owned by Dome and used to supply the local 
propane markets as well as export markets. (The 
rail facility was originally built as an unloading 
facility — see Section 1.2); 


(vi) Dehydration facilities, including four calcium chlo- 
ride dryers, used to dehydrate liquids upon exit 
from the caverns. Two of these are owned by Dome 
and the others by the Ethane Shippers Joint 
Venture; 


(vii) Various pumps and metering facilities which are 
owned separately by the Cochin system, the Eth- 
ane Shippers Joint Venture, Dome and Dome 
NGL; and 


(vill) Surface piping which is owned separately by the 
four entities. It is noteworthy that there are sep- 
arate piping connections between the Cochin 
system and the EDS which are owned by the 
Ethane Shippers Joint Venture and by Dome. 


The ethylene shipment through the Cochin system and 
directly into the Dow plant at Sarnia requires no Windsor 
storage. However, in the absence of facilities in Sarnia 
necessary to remove interface material in the Cochin 
system, cavern |-4 in Windsor is used to store the 
ethane/ethylene interface. If an alternative means of 
handling the interface could be developed (see Sec- 
tion 2.7) then |-4 could be used to store specification | 
product in the future. Furthermore, Cochin indicated 
that the capacity of this cavern could be increased to 
47 700 m8 (300,000 bbls) although it was estimated 


that the conversion would cost $100,000 and take a 
year to complete. Consistent with its position on the 
jurisdiction of the other Windsor storage caverns, 
Cochin indicated that if |-4 was not required to supply 
interface storage for the system, then it would consider 
seeking to have it removed from the Board's jurisdiction. 


As a result of a decline in demand for ethane to supply 
the Columbia SNG plant (see section 3.1), the pos- 
sibility of surplus storage capacity in caverns E-1, E-2, 
and E-3 was raised by Cochin. If surplus capacity were 
to develop, Cochin indicated that these caverns could 
be converted to store other products such as propane, 
at an estimated cost of $100,000 per cavern. The con- 
version entails modifications to the surface piping. It 
was also suggested that two caverns per product are 
necessary in order for a cavern to be taken out of 
service for maintenance and to ensure that injection 
into storage can be accomplished at line rate. Presently 
only cavern E-2 has an injection rate that is less than the 
delivery rate of the Cochin pipeline. It is possible to 
increase the injection rate by drilling a second well into 
a cavern, however, there is a risk that this could result in 
the loss of the cavern. If the injection rate problems 
were solved, the use of one cavern as a common spare 
could satisfy the maintenance considerations. 


From the time that the section of the EDS from Sarnia to 
Windsor was completed until 1984, caverns 32, 33 and 
35 were utilized to store NGL mix that was surplus to the 
storage capacity for the Dome/Amoco/PanCanadian 
Petroleum Limited fractionation plant in Sarnia. Cav- 
erns 32 and 33 continue to store NGL mix but, since 
1984, cavern 35 has been converted to propane stor- 
age. This allows propane markets to be served in Wind- 
sor through the loading facilities which are connected 
to cavern 35. All three caverns are connected by sur- 
face piping owned by Dome to both the Cochin system 
and the EDS. 


Dome is planning to commission its caverns B-7 and 
P-8 to satisfy its additional storage requirements. These 
caverns are scheduled to be in service in the summer of 
1986. Dome and Cochin estimated that if a new cavern 
of similiar size were necessary at Windsor, then it would 
cost approximately $1,200,000 and could require up to 
two years to construct. 


With respect to the future need in Windsor for additional 
tank car loading facilities, Dome indicated that there 
was space for a further four loading arms beside the 
existing sixteen and that these would be relatively inex- 
pensive to construct. 


2.4 The Eastern Delivery System (EDS) 


The EDS pipeline extends from Marysville, Michigan in 
the north, to Greensprings, Ohio in the south, via Sarnia 
and Windsor (see Appendix IV). The section between 


Sarnia and Windsor can ship product in either direc- 
tion. The system has pump stations at Sarnia and Wind- 
sor, and at Riga, Michigan. The Canadian section of the 
system is owned by Dome NGL (a wholly-owned sub- 
sidiary of Dome Petroleum Limited). 


The pipeline is 219.1 mm O.D. from Marysville to the 
Sarnia plant; 323.9 mm from the Sarnia plant to the 
Lambton Junction (just south of Sarnia); 273.1 mm from 
the Lambton Junction to the Windsor terminal; and 
323.9 mm from the Windsor terminal to Green Springs, 
Ohio. Connections to other pipelines exist at Riga, 
Michigan (Cochin); Woodhaven, Michigan (Buckeye 
Pipe Line Co.); Windsor (Cochin); just south of Sarnia 
(Petrosar Limited lateral), at the Sarnia plant to numer- 
ous pipelines and at Marysville (Shell Pipe Line Co.). 
The Cochin system and the EDS are also connected 
near the Lambton junction with 114.3 mm O.D. pipe but 
this connection is not used. All pipeline connections at 
the Sarnia fractionation plant, including the connection 
between the Marysville to Sarnia and Sarnia to Windsor 
sections of the EDS, involve the use of piping and 
breakout storage that are the property of the plant 
owners. As discussed in section 2.3, a similiar situation 
exists with respect to the connection between the EDS 
and the Cochin system at Windsor. 


The Marysville to Sarnia section of the system is used to 
deliver NGL mix to the Sarnia plant for storage and 
subsequent fractionation. This pipeline is not presently 
capable of operating in the other direction. 


The capacity of the Windsor to Sarnia section of the 
EDS is rated at 6 300 m3/d (40,000 bpd) but actual 
throughput is restricted by the receiving capacity of the 
caverns at the Sarnia plant. These facilities are not 
designed to receive at EDS flow rates. Another restric- 
tion in the receipt capacity at Sarnia is the fact that 
some of the caverns are sometimes used simul- 
taneously to receive propane, or other NGL's, from the 
Sarnia plant. 


Deliveries to the Petrosar lateral, through a 114.8 mm 
O.D. pipe, require a 6 895 kPa (1,000 psia) delivery 
pressure, which may cause a reduction in the capacity 
of the Windsor-Sarnia pipeline when used for deliveries 
initiated in Windsor. 


The capacity of the EDS is a limiting factor in the 
amount of propane that can currently be shipped from 
western Canada to Sarnia via the Cochin system and 
the EDS by bypassing the Windsor terminal. Transfers 
from the Cochin system to the EDS at Windsor could 
occur directly, without the need for storage, if the ca- 
pacity of the EDS between Windsor and Sarnia were 
increased to equal that of Cochin, by adding pumping 
stations. The maximum rate at which propane has been 
bypassed is 4 900 m3/d (31,000 bpd). This throughput 
rate was partly due to the restricted injection rate into 
the Sarnia storage. 


Currently, six product movements are made on the 
Windsor-Sarnia section of the EDS, as follows: 


(i) NGL mix from the Sarnia fractionation plant to the 
Windsor storage facilities; 


(ii) NGL mix from Windsor storage to the Sarnia frac- 
tionation plant; 


(iii) propane from Sarnia to Windsor; 
(iv) propane from Windsor to Sarnia; 


(v) butanes and propane from Sarnia bypassing 
Windsor storage to the export markets; and 


(vi) propane from the Sarnia plant to the Polysar Lim- 
ited lateral. 


Historically, the only shippers on the EDS between 
Windsor and Sarnia have been Dome and Amoco. 


The capacity of the pipeline between Windsor and 
Green Springs, Ohio is approximately 13 500 ms3/d 
(92,000 bpd). Since Columbia's Green Springs, Ohio 
SNG plant has no storage, it must have a continuous 
supply of ethane. To achieve this, ethane can be trans- 
ferred directly to the EDS from the Cochin system either 
at Riga, Michigan or Windsor, or it can be transferred to 
the EDS from the storage caverns in Windsor. This latter 
transfer occurs when, due to batching in the Cochin 
system, ethane is not availabe in the pipeline at either 
Riga or Windsor. 


2.5 Other Relevant Facilities in the Sarnia Area 


2.5.1 The Dow Plant 


The Cochin pipeline system ends at the Dow plant in 
Sarnia. On the site, there are eight storage caverns for 
LPG’s and four brine caverns owned by Dow. The total 
capacity of the LPG storage caverns is approximately 
318 000 ms (2,000,000 bbls). There are several pe- 
trochemical lines leaving the Dow storage area, but 
there are no NGL lines to other plants. 


The Cochin system could deliver products (in addition 
to ethylene) to the Sarnia area, specifically to the Dow 
site, at the same delivery rate as into Windsor, provided 
storage was available at the Dow plant. The Cochin 
owners and Dow have begun negotiations on this pro- 
posal, and Dow has undertaken a feasibility study to 
examine the proposal. The results of this study were 
expected about the end of 1985. 


Although the discussions are only at a preliminary 
stage, the Dow representative on the Cochin panel said 
that his company is investigating converting four exist- 
ing brine caverns, each of a capacity of 16 000 to 
32 000 m8 (100,000-200,000 bbls), to LPG storage 
use. This would allow one cavern for each of ethane, 


propane, and interface and a spare cavern for emer- 
gencies. Dow has not considered developing new cav- 
erns. The development of new caverns could be limited 
by the existence of designated gas reefs in the area 
since the Ontario Government prohibits drilling within 
one mile of such reefs. 


Cochin considers that storage at Dow would be the 
best long-term solution for the transportation of ethane, 
propane and NGL mix from western Canada to Sarnia. 


2.5.2 The Dome/Amoco/PanCanadian Plant 


This plant is located at the northern terminus of the 
Windsor-Sarnia section of the EDS. The complex is a 
large plant for the fractionation of NGL mix with exten- 
sive underground storage facilities. There are 
270 000 m8 (1,700,000 bbls) of storage capacity for 
NGL mix designed to accept full stream delivery from 
the IPL system and 570 000 m8 (3,590,000 bbls) of 
storage for LPG products from the plant. The LPG 
caverns are designed to accept plant production at a 
maximum rate of 2 550 m3/d (16,000 bpd). The storage 
at the Sarnia plant was built for the operation of the 
fractionation plant, and this remains its primary use. 


The EDS does not own any storage caverns at the 
Sarnia plant. A potential shipper on the EDS must make 
arrangements with the respective owners of the Dome/ 
Amoco/PanCanadian facilities or the Petrosar facilities 
in order to ship on the EDS to or from Sarnia. 


2.5.3 The IPL System 


The Interprovincial Pipe Line Limited pipeline system, 
extending from Edmonton, Alberta to Sarnia, Ontario 
(via Marysville), provides the main source of NGL’s in 
Sarnia. It transports these in an NGL mix consisting 
mainly of propane, butanes, and condensate. In Sar 
nia, the mixture is delivered to the Dome/Amoco/Pan- 
Canadian fractionation plant where specification prod- 
uct is produced. At present, this plant is the only 
recipient of NGL mix from the IPL line. 


Recently, IPL has experienced capacity shortfalls in the 
line carrying NGL mix. To solve the problem of volumes 
tendered for shipment exceeding the available capac- 
ity, IPL has initiated apportionment procedures and has 
also filed an application with the Board for a major 
expansion of capacity. 


2.5.4 Sarnia to Marysville 


Other than the EDS and IPL, there are three other NGL 
and condensate pipelines between Sarnia and 
Marysville (see Appendix V). 


(i) _Dome/Amoco: 


Dome NGL and Amoco jointly own two pipelines, 
each 219.1 mm O.D., between Sarnia and 


Marysville. One of the lines is for LPG and carries 


propane, and occasionally butanes, from the | 


Dome/Amoco/PanCanadian fractionation plant in 
Sarnia to the Consumers Power Co. plant in 
Marysville. The LPG line cannot readily batch dif- 
ferent specification products and it is not currently 
able to operate in the opposite direction. The other 
line is for condensate and it can operate in either 
direction. 


Both pipelines utilize 141.3 mm OLD. river cross- 
ings and the condensate line includes a 152.4 mm 
O.D. lateral to the Petrosar plant. 


(ii) _Sun-Canadian Pipe Line Limited: 


The 219.1 mmO.D. Sun pipeline also crosses from 
Marysville to Sarnia. The pipeline originates in 
Toledo, Ohio and ships crude oil, butanes and 
propane to Sarnia. The Canadian section is 
a owned and operated by Sun-Canadian. 


All of these lines start or finish within the Sarnia frac- 
- tionation plant and as such, do not connect to the 
Windsor-Sarnia EDS line except through the plant 
owners facilities. In order to transfer product between 
_the EDS and any of these three 219.1 mm OD. 
pipelines, access to the plant storage at Sarnia is re- 
quired. For example, it is possible to ship propane 
through the EDS from Windsor to Sarnia and then via 
the 219.1 mm LPG line to Marysville, but due to the 
different capacities, breakout storage at the Sarnia 
plant is required if the two systems are to be operated 
efficiently. 


2.5.5 The Marysville, Michigan Area 


During the course of the hearing, discussion took place 
on whether storage was needed in Sarnia rather than 
—Windsor. Evidence was submitted on the availability of 
storage in Marysville, Michigan, across the river from 
Sarnia. 


CanStates Energy, a partnership of Rankin Petroleum 
Marketing Limited (a wholly-owned subsidiary of Poly- 
sar Limited) and Polysar, operates the Consumers 
SNG plant at Marysville, Michigan with storage, truck 
and rail facilities. Existing storage at the site totals 
176 000 m3 (1,100,000 bbls). Currently, only 
17 000 m3 (107,000 bbls) are in gas liquids service. 
The remainder is for the storage of intermediate prod- 
ucts. This facility is currently connected to the IPL, 
Dome-Amoco, Sun and EDS pipelines previously 
mentioned. 


In addition to the existing storage at Marysville, 
CanStates is engaged in an expansion of storage ca- 
pacity at the Consumers site. The expanded facility will 
have nine caverns, each with an estimated final size 
ranging from 33 390 m3 (210,000 bbls) to 125 130 ms 


(787,000 bbls). It was estimated that the expansion 
would be completed by the end of 1986 and provide a 
total storage capacity of 815 940 m3 (5,132,000 bbls). 


Polysar is proposing to build a connection to either the 
Dome EDS or Cochin lines to transport product to 
storage at the Consumers plant in Marysville. The de- 
tails of this line are unconfirmed, but it is expected to be 
completed by the summer of 1986. Polysar anticipates 
that the line will be operated as a regulated common 
carrier. Polysar may be willing to take the ethylene/ 
ethane interface into storage at Marysville and, de- 
pending on the economics, use the interface as either a 
feedstock or a fuel supply in its Petrosar plant. This 
offers the possibility of eliminating the need for inter- 
face storage at Windsor or at the Dow plant. 


CanStates is developing a 4 800 m3/d (30,000 bpd) 
fractionation facility at Marysville and hopes to have it 
on stream in the third or fourth quarter of 1986. 


St. Clair Underground, located near Marysville also has 
underground storage facilities consisting of approx- 
imately 275 000 m8 (1,730,000 bbls) of which 
190 000 m3 (1,200,000 bbls) is usable for gas liquid 
storage. 


2.6 Other Storage Options 


Dome has not considered the development of addi- 
tional storage at the Sarnia fractionation plant. It esti- 
mates that a new cavern at the site of the Sarnia pump 
station would cost $1,750,000, not including surface 
facilities. 


With respect to the potential for other further under- 
ground storage cavern development in the Windsor- 
Sarnia corridor, a witness representing the Minister of 
Energy for Ontario stated that 14 new caverns are Cur- 
rently being developed in the Sarnia-Windsor area, al- 
though not all of these are intended for hydrocarbon 
use. It was his opinion that, despite restrictions govern- 
ing the disposal of the brine produced in washing the 
caverns (and the time and investment involved), there 
was virtually unlimited potential for underground stor- 
age in the Windsor to Sarnia corridor. 


2.7 Handling Interface 


Since Cochin is responsible for disposing of interface 
material transported through its line, it is presently ne- 
gotiating with various fuel customers in both the Sarnia 
and the Windsor-Detroit areas regarding sale of the 
ethane/ethylene interface. These negotiations are un- 
derway since the Columbia SNG plant, which currently 
uses the interface material, may be ceasing 
operations. 


If ethylene batches could be sufficiently buffered to 
satisfy the strict purity requirements, then propane, 
NGL mix and other products could also be shipped to 


Sarnia through the Cochin line. However, to effect this 
change, Cochin would have to successfully market the 
ethylene interface material in the Sarnia area and de- 
velop storage for the other products transported 
through the line to Sarnia. 


CanStates stated that it has the technical ability to 
handle an ethane/ethylene interface at Marysville. Poly- 
sar may also have a potential market for that interface in 
Sarnia. 


With respect to other buffer materials for the ethylene, 
Cochin stated that it would be difficult to market an NGL 
mix/ethylene interface because of its high price. It was 
also indicated that the Dow plant could not use the 
particular product mixtures expected in a propane/ 
ethylene interface. 


2.8 Operational Integration of Cochin, the EDS 
and the Windsor Facilities 


Dome employees operate the Cochin system, the 
Windsor terminal, and the EDS. The Cochin system 
between Sarnia and Riga and the EDS are controlled 
through the Dome control centre in Sarnia. The control 
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centre for the Cochin system from Fort Saskatchewan to 
Riga is located in Calgary. Both centres are operated 
by Dome personnel and have access to the same data 
for monitoring movements between Riga and Windsor. 
Consequently, both centres share enough data to coor- 
dinate their systems operations. The dispatching or- 
ders for the Cochin system and the EDS originate with 
the Cochin schedulers in Calgary and Dome in Cal- 
gary, respectively. The actual coordination of the 
scheduling of shipments is done, in consultation with 
the appropriate dispatcher in Calgary, through the ap- 
propriate local control centre. The two control centres 
are integrated to the extent that scheduling can be 
arranged so that shipments can be transported from 
Fort Saskatchewan to Sarnia using both Cochin and the 
EDS: 


Chapter 3 


Attracting New Business to the Cochin System 


3.1 Existing and Forecasted Throughputs 


The Cochin pipeline system was constructed to trans- 
port to market quantities of ethane and ethylene sur 
plus to Alberta's requirements. Surplus ethane served 
fuel markets in the U.S., whereas ethylene was shipped 
to Dow's Sarnia facilities as a petrochemical feedstock. 
From 1978 until 1984, the Cochin system transported 
ethane, ethylene and propane at close to full capacity. 
The shipments of propane to U.S. terminals were initi- 
ated in 1978 to permit Cochin to maintain lower ethane 
and ethylene tariffs. Cochin submitted that it was not 
until 1985 that the Cochin system throughput fell off 
appreciably, primarily due to decreasing U.S. fuel mar- 
kets for ethane. 


Cochin testified that it was the commitment of the eth- 
ane and ethylene shippers, pursuant to shipping 
agreements, that permitted the construction of the 
Cochin system. The shipping agreements, which con- 
tain ship-or-pay clauses applicable to the ethane and 
ethylene shippers, are in place for twenty years from the 
commencement of shipments and cannot be termi- 
nated during the first ten-year period but can be termi- 
nated thereafter if a notice of termination is provided 
two years prior to the effective date. The first oppor- 
tunity for the shippers to terminate the agreement 
would be at the end of 1988 for ethane and 1989 for 
ethylene. Cochin indicated that it does not know what 
the ethane or ethylene shippers’ intentions are at this 
time with respect to termination of the shipping 
agreements. 


Cochin stated that deliveries of ethane to Columbia's 
Green Springs, Ohio SNG plant have declined and 
accordingly, there will probably continue to be an un- 
der-utilization of its system. On a daily basis, ethane 
shipments to Green Springs, Ohio were 7 700 ms 
(48,739 bbls) and 6 800 m3 (42,703 bbls) in 1983 and 
1984 respectively, and were forecasted for 1985 at 
4 300 m3 (27,000 bbls). 


Cochin also indicated that there was a possibility that 
deliveries to Columbia would terminate in the spring of 
1986, although they had not received a notice of termi- 
nation at the time of the hearing (90 days advance 
notice is required). 
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Dow is the only ethylene shipper on the Cochin system. 
As of July, its 1985 shipments had averaged 1 100 m3/d 
(6,860 bpd). 


For 1986, Cochin provided the following forecast: 


COCHIN PIPELINE SYSTEM 
1986 FORECASTED VOLUME THROUGHPUT 


BPD 
NGL SUB- 
QUARTER PROPANE”) ETHYLENE MIX) TOTAL ETHANE®) TOTAL®) 
1st 20,800 6,800 6,300 33,900 
2nd 6,500 8,900 6,300 21,700 
3rd 8,000 10,900 6,300 25,200 
4th 28,300 3,300 6,300 37,900 


AVERAGE 15,900 7,500 6,300 29,700 17,800 47,500 


(1) Does not include incentive tariff volumes. 


(2) 


Quantities to be shipped pursuant to the NGL incentive tariff. 
Does not include the potential for IPL to lease up to 25,000 bpd 
of space. 


(3) 


Quarterly breakdowns were not provided, although it was indi- 
cated that first quarter ethane throughput would be 23,000 to 
25,000 bpd. 


Cochin's 1986 forecast of 7 500 m3/d (47,500 bpd) of 
propane, ethylene, NGL mix, and ethane compares 
with a current capacity of 14 310 m3/d (90,000 bpd). 
The addition of NGL mix reduces the system capacity 
to 12 720 m3/d (80,000 bpd). Thus for 1986, there is 
potential spare capacity of approximately 5 000 m3/d 
(32,000 bpd). 


Cochin testified that its 1986 average daily throughput 
forecast of 7 500 m3/d (47,500 bpd) assumed that 
Columbia's ethane demand would fall to zero by March 
1986, but that there would be fuel markets in the U.S. 
(Michigan), and in Sarnia, so that ethane would con- 
tinue to be shipped after March 1986. 


Dome testified that it does not, at this time, have firm 
commercial arrangements in place to replace the Co- 
lumbia volumes, but does have letters of intent. It was 
also indicated that sales of ethane into U.S. markets 
may be limited by U.S. regulatory restrictions. 


With respect to the possibility of ethane sales at Sarnia, 
a witness for Cochin stated that, in obtaining the ethane 
removal permit, an undertaking was made to the 


Province of Alberta not to sell the material for pe- 
trochemical uses. The same witness could not com- 
ment on Alberta's current position on this matter. 


It would appear, therefore, that the success of these 
ethane marketing efforts and the negotiations to lease 
pipeline capacity to IPL will determine the extent to 
which, over the short term at least, Cochin will have to 
rely on attracting other incremental business to fill its 
pipeline. 


3.2 Cochin’s Policies for Attracting New Business 


Cochin submitted that the under-utilization of the 
Cochin system resulting from the decline in deliveries of 
ethane to Columbia's Green Springs, Ohio facilities, will 
be remedied by developing tariff policies that will at- 
tract new and/or additional business to establish the 
system as a long-term competitive alternative for the 
shipment of products to eastern Canada. 


A witness for Cochin stated that it is working with IPL to 
assist in alleviating the current shut-in oil production 
problem in western Canada. Specifically, Cochin is 
discussing the possibility of leasing 4 000 m3/d (25,000 
bpd) of capacity on its system to IPL for shipping NGL 
mix to Windsor. This is in addition to the 1986 forecast of 
1 000 m3/d (6,300 bpd) of NGL mix which is to the 
account of Dome. 


Both Dome and Cochin testified that the future of the 
Cochin system lies in attracting additional shippers of 
specification products, notably propane and butanes. 
lt was noted that the advantages to a potential shipper 
of shipping specification product, as opposed to an 
NGL mix, is that the shipper can retain in Alberta the 
condensate portion of the mix where there is a signifi- 
cant and growing demand for condensate as a heavy 
crude oil diluent. Cochin believes, however, that NGL 
mix shipments represent an immediate opportunity that 
can fill the pipeline in the short term. 


3.3. Issues Related to the 1985 Summer Incentive 


Tariffs 


CanStates and Gulf adduced evidence during the 
hearing indicating that, as potential shippers, they were 
unable to ship propane to Windsor at the incentive rates 
in effect during 1985 because they did not have access 
to storage. Cochin did not accept CanStates offer to 
move 7 950 m3 (50,000 bbls) of propane to Windsor on 
the grounds that CanStates did not have the necessary 
terminalling arrangements to receive propane at Wind- 
sor. Section 3 of Cochin’s General Rules and Regula- 
tions as set forth in tariff NEB No. 6 states that Cochin 
will accept product for transportation only when the 
shipper has made arrangements, satisfactory to 
Cochin, for the necessary storage and other facilities at 


the receiving, injection, and delivery points. Accord- 
ingly, Cochin contended that it had no responsibility to 
provide storage at Windsor. 


Gulf testified that Dome refused Gulf’s request to lease 
storage space for propane at Windsor, stating that 
Dome was not in the business of leasing storage. Dur- 
ing the hearing, Dome explained that it could not lease 
the storage to Gulf because of its own shipment of 
159 000 m3 (1,000,000 bbls) of propane at that time. In 
the summer of 1985, Dome shipped, under the incen- 
tive tariff, 179 O00 m3 (1,128,000 bbls) of propane to 
Windsor and 25 400 ms (160,000 bbls) to U.S. destina- 
tions. Petro-Canada also shipped 12 700 ms (80,000 
bbls) of propane to U.S. destinations under the incen- 
tive tariff. 


With respect to the filing of tariff NEB No. 31, intervenors 
questioned the appropriateness of the lead time which 
had been provided to non-owner shippers. Given that 
the incentive tariff became effective on 18 July 1985, 
and was to expire on 1 September 1985, Cochin agreed 
that third party shippers could not have made ship- 
ments in August, since normally August nominations 
have to be submitted by 15 July. However, Cochin said 
that when it filed tariff NEB No. 31, it informed as many 
shippers as possible that it would waive the advanced 
tendering requirement on tenders for that tariff and that 
it was prepared to work with potential shippers to en- 
sure that as many barrels as possible went through the 
system at the discount rate. 


In response to questions about the lead time provided 
to Dome as compared to third party shippers, Cochin 
stated that Dome first proposed to ship propane to 
Windsor on 8 April 1985, but that the plans at that time 
were only at a formative stage. The tariff was not estab- 
lished at that time and Dome's proposal was not for- 
mally communicated outside the Cochin group. The 
Cochin owners may thus have been in a better position 
to build up the inventory necessary to take advantage 
of the incentive tariff than third party shippers. However, 
Cochin said that other people in the industry may well 
have known what was happening. 


The evidence shows that Gulf, a potential shipper of 
propane, came to know about the incentive propane 
tariff on 17 June 1985. The following day, Cochin filed 
tariff NEB No. 29 with the Board. On 20 June 1985, the 
Cochin pipeline accepted a batch of propane from 
Dome which was ultimately delivered to Windsor on 23 
July 1985. In response to questions about how Cochin 
could accept a propane batch destined for Windsor 
before the Board had approved Windsor as a delivery 
point, Dome explained that this particular batch of pro- 
pane was initially destined for the United States. Later, 
when tariff NEB No. 27 was approved and Windsor 
became an authorized delivery point, the destination 
was Changed to Windsor. Dome said that if the incen- 


tive tariff had not been approved, the deliveries would 
still have been made to Windsor but at the full toll. 


During cross-examination, the representatives on the 
Cochin panel of A.G. Pipe Lines and Dow disagreed 
with the suggestion that the incentive tariff was de- 
signed for the sole benefit of Dome. The Cochin 
pipeline owners must approve any Cochin pipeline tar- 
iff by at least an 85 percent majority vote which allows 
either A.G. Pipe Lines or Dow to veto any tariff pro- 
posals advanced by Dome. A.G. Pipe Lines said that it 
is neither a producer nor a shipper of propane. 
A.G. Pipe Lines and Dow said that their interest, as 
owners of the Cochin system, is to optimize the revenue 
from the Cochin system. 


Dow said that the incentive ethylene tariff was passed 
by the operating committee when Dow made a commit- 
ment to ship a minimum volume. Dow stated that the 
shipment of 23 800 m3 (150,000 bbls) of ethylene at the 
incentive tariff was incremental to its normal demand 
and that the shipment of this ethylene would not have 


__taken place without the incentive tariff. Dow denied that 


it allowed its inventory to run down in August in order to 
take advantage of the incentive tariff. 


3.4 The Incentive Tariffs for 1986 


On 24 October 1985, Cochin filed with the Board tariffs 
NEB No. 32 and No. 33, applicable to NGL mix and 
incentive volume propane shipments respectively. Tariff 
NEB No. 32 provides for the shipment of NGL mix from 
either Fort Saskatchewan or Kerrobert to Windsor. The 
toll from Fort Saskatchewan to Windsor for the Cana- 
dian section is $5.98/m3 ($0.95/bbl) which when com- 
bined with the FERC tariff No. 39, makes the total toll to 
Windsor approximately $19.18/m3 ($3.05/bbl). Cochin 
stated that, due to expected constraints on the move- 
ment of products on IPL line No. 1, Dome expects to 
move significant volumes of NGL mix through Cochin 
as early as December 1985. Tariff NEB No. 32 was 
approved by the Board on an interim basis, effective 
1 December 1985. 


Propane tariff NEB No. 33 is proposed by Cochin to be 
effective 1 April 1986 but has not yet been accepted by 
the Board. It provides for the shipment of propane at 
rates which are 40 percent lower than in the existing 
propane tariff to Windsor (NEB No. 27). The proposed 
toll for propane shipments from Fort Saskatchewan to 
Windsor is the same as for the NGL mix incentive tariff 
described above. Tariff NEB No. 33 applies to volumes 
shipped during the off-peak period of April through 
August. The tariff also provides that, by shipping during 
the off-peak period, a shipper would earn the right to 
ship an equal volume during the peak period of Sep- 
tember through March at the incentive rate. 
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Cochin stated that the proposed $19.18/m3 ($3.05/bb!) 
toll for propane was market oriented and was set at a 
level which would attract propane shipments. The 
Company explained that the current east to west pro- 
pane markei selling price differential translated to 
about $30.90/ms ($4.93/bbl). This was about $6.16/m3 
($0.98/bb!) higher than the total cost of shipment of 
$24.85/m2 ($3.95/bbl) from Fort Saskatchewan to Sar- 
nia through Cochin and the EDS. This total cost was 
comprised of $1.57/m3 ($0.25/bbl) for batch accumula- 
tion and injection facilities at Fort Saskatchewan: 
$19.18/m3 ($3.05/bbl) for the Cochin pipeline toll; 
$1.57/m3 ($0.25/bbl) for Windsor terminalling; and 
$2.52/m8 ($0.40/bbl) for the EDS toll. In Cochin’s view, a 
profit margin of about $6.16/m3 ($0.98/bb!) was an 
adequate incentive for shippers to move propane 
through its system. 


Cochin stated that, unlike the propane tariff, there is no 
winter volume restriction on the NGL mix tariff. The main 
reason for the difference is that NGL mix is not as 
seasonal a product as propane. If Cochin were to leave 
the incentive tariff for propane in effect year round, it 
would be giving up a significant amount of revenue from 
propane shipments to the U.S. during the peak heating 
season. Another reason cited for the difference was that 
NGL mix is currently not being shipped and if Cochin 
does not provide an attractive toll year round, the NGL 
mix shippers would not ship during the winter when the 
toll would be too high. 


Cochin stated that it filed the new propane tariff early to 
allow sufficient time for shippers to complete the nec- 
essary arrangements. Cochin believed that the elim- 
ination of the volume restriction and the right to ship 
equal volumes during the peak season at the same rate 
as during the off-peak season would encourage a more 
uniform distribution of shipments to destinations where 
storage was available, thereby allowing better utiliza- 
tion of the entire system. 


In respect of the requirement in the tariff of a 7 950 m3 
(50,000 bbl) batch size and a 790 m3 (5,000 bbl) mini- 
mum tender, Cochin explained that it accumulates a 
number of propane tenders to get a batch size of 
7 950 m8 (50,000 bbls). It cannot ship smaller batches 
through the line. In the case of NGL mix, Cochin as- 
sumed that it would get minimum 7 950 ms (50,000 bb!) 
tenders for NGL mix deliveries from individual 
shippers. 


Cochin stated that it does not currently anticipate large 
shipments of butanes being tendered but it will remain 
open to the possibility and will try to accommodate any 
shippers with significant quantities of butanes. Cochin 
wants to be satisfied that storage is available at drop-off 
points before it will file a butanes tariff for Board 
approval. 


3.5 The Attractiveness of Cochin Tariffs NEB 
No. 32 and 33 


Evidence was presented on three aspects of the attrac- 
tiveness of tariffs No. 32 and No. 33: 


(i) 
(ii) 
(ii) 


the risk associated with the incentive tariffs; 
the structure of the proposed tariffs; and 


the likelinood of shippers moving product under 
these tariffs. 


The evidence on these aspects of tariffs NEB No. 32 
and No. 33 is summarized below. 


The Risk Associated with the Incentive 
Tariffs 


3.5.1 


Several potential shippers stated that, to commit them- 
selves to ship significant volumes of product through 
the Cochin system, they would need assurances of 
stable long-term tariffs for the pipeline. If, for their pur- 
poses, it is uneconomic to ship on the Cochin system 
under the regular tariff, then they cannot be expected to 
make the investments necessary to accept shipments 
since the incentive tariff could be terminated at any 
time. For the same reason, they did not see how Cochin 
could expect them to enter into ship-or-pay agreements 
for storage under these conditions of substantial eco- 
nomic uncertainty. 


3.5.2 The Structure of the Proposed Tariffs 


Comments on the structure of the tariffs were limited, 
but ICG Liquid Gas Ltd. noted that the proposed NGL 
mix tariff NEB No. 32, is substantially lower than the 
winter component of the regular propane tariff (for non- 
incentive volumes) and that tolls should reflect the rela- 
tive costs of shipping the products. This argument was 
also advanced with respect to the ethylene tariffs. Eth- 
ylene has, in the past, been given the same toll (regular 
and incentive rates) as propane to Windsor although 
ethylene goes further, to Sarnia, and incurs the addi- 
tional cost of Cochin having to deal with the ethane/ 
ethylene interface. 


Shell stated that it opposed the structure of the pro- 
posed propane tariff as, in its view, it is not designed to 
maximize throughputs on the Cochin system but rather, 
to benefit the major shipper. ICG also objected to the 
“seasonality component” of the proposed propane 
tariff. 


3.5.3 The Likelihood of Shipments Under Tariff 
NEB No. 32 


CanStates and Polysar expressed interest in shipping 
NGL mix via Cochin to Windsor for ultimate delivery to 
Marysville, Michigan. However, they would not commit 
themselves to shipping under Cochin’s NGL mix tariff. 
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Rather, they would prefer to have access to the greatest 
range of feedstock options possible to enable them to 
utilize the most economically attractive alternative ac- 
cording to prevailing circumstances. CanStates noted 
that, as the end point for the tariff is Windsor and Dome 
is the only company with NGL storage facilities in Wind- 
sor, the tariff will currently only benefit Dome and is not 
attractive to CanStates. 


Other potential shippers indicated that their interest in 
shipping NGL mix under NEB tariff No. 32 Is limited. 


Cochin noted that IPL’s current toll to Sarnia is $7.55/ms3 
($1.20/bb|) compared to the total cost to move NGL mix 
to Sarnia, via the Cochin system and EDS, of $24.85/m3 
($3.95/bbl). In addition, the charge by Cochin of an 
allowance for shipping losses of one half of one percent 
is ten times larger than that charged by IPL. 


As to who will use Cochin’s NGL tariff, given the attrac- 
tiveness of IPL's tariff, Cochin stated that the IPL line 
was full and that a shipper could move the excess NGL 
mix through Cochin. Alternatively, IPL could lease some 
capacity on Cochin for the shipment of NGL mix. 
Cochin suggested that this arrangement would benefit 
both IPL and the crude oil shippers on its pipeline 
because IPL’s capacity would be freed up almost im- 
mediately for the movement of additional crude oil and. 
NGL mix. This would help to alleviate the current shut-in 
oil production problems in western Canada. 


Cochin stated that it was generally aware of IPL’s plan to 
further expand its system, but stated that it is con- 
tinuing discussions regarding IPL leasing 3 980 m3/d 
(25,000 bpd) of capacity from Cochin. Cochin said that 
it could ship 1 590 m3/d (10,000 bpd) immediately and 
3 980 m3/d (25,000 bpd) of NGL mix in about six 
months. 


3.5.4 The Likelihood of Shipments Under Tariff 
NEB No. 33 


Most of the potential propane shippers stated that their 
future shipments of propane to Windsor under tariff 
NEB No. 33 will partly depend upon the relative costs of 
buying specification propane shipped on the Cochin 
system, compared to buying propane from other 
sources, including product from Dome's fractionation 
plant in Sarnia. The relative costs of these two sources 
of propane will in turn depend upon the attractiveness 
of the propane tariff on the Cochin system. 


ICG submitted evidence indicating that there was an 
$11.45/m3 ($1.82/bbl) cost advantage during July 1985 
in buying specification propane in the west and ship- 
ping it on the Cochin system under the incentive pro- 
pane tariff then in place. ICG also estimated that there 
will be about an $11.87/ms ($1.87/bbl) cost advantage 
on 1 April 1986, assuming that the proposed Cochin 


tariff NEB No. 33 will be in effect at that time and that 
present prices in the west and at Sarnia prevail. Other 
potential shippers on the Cochin system agreed that 
these numbers were indicative of the incentive to use 
the Cochin system but noted that the size of the incen- 
tive can easily change if, among other things, Dome 
reduces its selling price for propane from its Sarnia 
plant. 


Shippers also stated that shipments of propane to 
Windsor under tariff NEB No. 33 and their use of any 
storage or terminalling facilities at Windsor will partly 
depend upon the relative end market conditions and 
relative availability of storage and terminalling facilities 
at Sarnia and Marysville as compared to Windsor. 
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Chapter 4 


Initiatives Put Forward by Cochin and 


Dome for Storage 


4.1 OC-28 and OC-29 


The Reasons for Decisions issued by the Board at the 
time that Certificates OC-28 and 29 were issued, autho- 
rizing construction of the EDS and the Cochin system, 
respectively, record some of the storage undertakings 
made by company representatives before the Board. 


With respect to OC-28, the Board’s Reasons for Deci- 
sion dated September 1973 contained the following 
passages: 


“Facilities p. 12 


... Initially, Dome NGL will not own any underground 
storage facilities. Storage facilities available to the 
pipeline are owned by Dome and are committed to 
serving its Columbia contract. If third party shippers 
require storage at Windsor, Ontario, Dome NGL 
stated it will develop storage on a tariff basis as 
required.” 


“Financial p. 17 


... he pipeline will be connected to Dome's under- 
ground storage at Windsor. Dome NGL will not ini- 
tially own storage but would provide it if there were 
assurance of a sufficient volume of material over a 
long enough time to provide an economic base.” 


During the course of the hearing that is the subject of 
this report, Dome noted that the wording in the latter 
passage implies that the Board understood that the 
initial storage was not to be owned by the pipeline but 
rather by Dome. 


With respect to OC-29, the Board’s Reasons for Deci- 
sion dated January 1974 contained the following 
passage: 


“Facilities and Routing p. 6-11 


Cochin does not propose to have storage facilities 
on the pipeline system but shipper owned storage 
facilities will be utilized at Fort Saskatchewan, Ker- 
robert, and Sarnia. It undertook to provide storage 
on a fee basis if requested.” 


During the hearing that is the subject of this report, 
Cochin stated that if a reasonable quantity of storage Is 
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required, then Cochin could provide it by leasing stor 
age from others, thereby fulfilling any previous commit- 
ments to the Board. 


Dome and Cochin both agreed during the hearing that, 
notwithstanding the exchange between the two com- 
panies of pipelines between Windsor and Sarnia, the 
commitment made by Dome NGL to provide storage at 
Windsor on a tariff basis remained with Dome NGL. 


4.2 Current Initiatives 


Cochin submitted that it is committed to transporting 
additional quantities of propane and NGL mix on the 
Cochin system through to the Windsor-Sarnia area. 
Cochin agreed that shippers have to get their product 
into and out of the line and that terminalling and storage 
facilities have to be available. 


Cochin said that, at Windsor, the Ethane Shippers Joint 
Venture is prepared to convert one or more of their 
caverns to propane or NGL break-out storage. The 
Ethane Shippers also would be willing to lease tank-car 
loading facilities or additional storage, as required and 
available, from Dome. Shippers could gain access to 
these facilities for a fee through negotiations with the 
Ethane Shippers. 


As well, Cochin indicated that it is prepared to assist 
potential shippers in their negotiations to gain access 
to pipeline or storage facilities in the Windsor-Sarnia 
area owned by others. 


4.2.1 


Cochin stated that its facilities, as they currently exist, 
are available without discrimination to shippers. Cochin 
provides storage for its own use to handle the ethane/ 
ethylene interface at Windsor and to handle ethane and 
propane at Regina. It also provides limited surface 
storage at U.S. terminals to facilitate tank truck and 
tank car deliveries of propane. Notwithstanding the 
above, Cochin stated that its policy is that shippers 
should provide or arrange for their own storage. Cochin 
said that it does not own any loading facilities in Wind- 
sor, but that if there is sufficient demand, and shippers 
were prepared to ship-or-pay, Cochin would build such 
loading facilities. 


Facilities Provided by the Cochin System 


Dome agreed that, subject to an 85 percent affirmative 
vote by the operating committee, pursuant to the Joint 
Venture Agreement, the Cochin pipeline owners could 
expand the Cochin system by developing additional 
storage facilities. Dome stated, however, that it would 
not be supportive of Cochin building additional facili- 
ties if there was a cheaper way of providing service. If 
there were no better alternatives, Dome stated that it 
would be a good idea for the Board to order Cochin to 
provide storage. 


4.2.2. The Ethane Shippers Joint Venture Caverns 


Dome and Cochin stated that if surplus storage capac- 
ity develops then the Ethane Shippers would be pre- 
pared to convert one or more of the ethane storage 
caverns E-1, E-3 and E-5 from ethane service to pro- 
pane, butane or NGL mix service, if shippers com- 
mitted a total shipment of 7 950 m3 (500,000 bbls). 


They confirmed that a shipper would be charged a 
$1.57/m3 ($0.25/bbl) terminalling fee, which would in- 
clude breakout storage and dehydration services but 
would not include use of the rail or truck loading facili- 
ties. Cochin confirmed that the $1.57/m3 ($0.25/bbl) 
charge would cover whatever breakout storage period 
was necessary to complete the transfer from Cochin to 
the EDS, which period, according to a Dome witness, 
could be as much as 30 days. Dome could not confirm 
whether the $1.57/ms (0.25/bbl) charge had been ap- 
proved by the operating committee pursuant to the 
Windsor Storage Facility Operating Agreement. 


Dome stated that, where two common carriers are inter- 
connected and the product movement was uninter- 
rupted, unmetered and did not require pumping, a 
terminalling fee should not be charged. However, if a 
product moved from Cochin to the EDS even without 
going through storage, a terminalling fee would be 
justified because the storage service, although not 
used, was nevertheless made available for the product. 


Dome indicated that it was not intended that the ethane 
caverns would be leased to the Cochin system. Rather, 
they would be made available to shippers for a sep- 
arate fee. The arrangement would be similar to that at 
Fort Saskatchewan where the accounting was done as 
a package; a fee was charged on account of the Ethane 
Shippers and the pipeline toll was charged pursuant to 
the NEB tariff. Cochin said that, if storage caverns were 
to be regulated, the storage cost would be about $8.43/ 
m3 ($1.34/bbl) as opposed to the $1.57 ($0.25) now 
proposed. The estimate of $8.43 ($1.34) that was 
provided was based on the assumptions of a 7 950 m3 
(500,000 bbl) per year per cavern throughput, a non- 
incentive rate toll methodology, and an annual cost of 
service of $670,000 per cavern calculated in accor- 
dance with the methodology approved by the Board for 
the Cochin system. 


18 


4.2.3. Dome’s Caverns and Loading Facilities 


Cochin stated that if the ethane storage caverns E-1, 
E-3 and E-5 were inadequate or if loading facilities were 
needed, the Ethane Shippers would lease the facilities 
from Dome, if available, and offer them to other ship- 
pers. Dome confirmed that it would be prepared to 
lease some use of its loading facilities and a portion of 
its cavern facilities (caverns B-7 and P-8) to the Ethane 
Shippers. It also volunteered to share in the apportion- 
ment of space in any facilities which it agreed to lease, if 
it became necessary. 


Dome stated that it would not lease its facilities directly 
to the pipeline because the Ethane Shippers would 
already be providing a similar service and there was no 
point in getting another party involved in the exercise. 
Cochin agreed that since the Ethane Shippers would 
provide storage in caverns E-1, E-3 and E-5, it would be 
preferable for the Ethane Shippers to provide any other 
leased facilities. Cochin said the use of anon-regulated 
entity to lease the caverns would increase the flexibility 
of adding, subtracting or switching cavern service from 
one year to the next without the complication of going 
through the regulatory procedures and filing tariffs. The 
arrangement would be comparable with that at Fort 
Saskatchewan where the propane shippers use facili- 
ties provided by the Ethane Shippers. 


4.2.4 Dow’s Caverns 


Dow is examining the feasibility of offering, for use at the 
Cochin system terminus in Sarnia, four existing brine 
caverns on its storage site with a total capacity of 
95 400 m3 (600,000 bbls). However no firm agreements 
had been entered into at the time of the hearing and no 
commitments were made as to whether or not these 
caverns would be operated as part of the Cochin 
system. 


4.2.5 Summary 


In summary, the initiatives put forward by Cochin which 
Dome referred to as the “Cochin Solution” consist of the 
following; Cochin undertakes to: 


(i) assist in negotiations for access to the ethane 
caverns, 


(ii) assist in negotiations with Dow for storage at 
Sarnia, 


(iil) assist in negotiations with Dome for the use of their 
Windsor caverns, 


(iv) assist in the negotiations for the use of the loading 
and unloading facilities owned by Dome at 
Windsor, 


(v) assist in negotiating access to the EDS, and 


(vi) assist in negotiations for access to other pipelines 
and storage facilities in the Windsor-Sarnia area. 


Further to (i) above the Ethane Shippers Joint Venture 
have undertaken to convert their ethane caverns to 
store other products provided that surplus capacity is 
available and firm ship-orpay commitments are en- 
tered into by potential shippers. The Ethane Shippers 
have also undertaken to lease, based upon availability, 
Dome’'s Windsor storage and loading facilities and pos- 
sibly some of Dow's storage in Sarnia. 


4.3. The Objections of Shippers to These 
Initiatives 


CanStates stated that the Board has jurisdiction to 
direct Cochin to provide terminalling service at Windsor 
and should do so. Cochin-Dome's offer to assist ship- 
pers in plece-meal negotiations for terminalling service 
was unacceptable to it as such service should be 
provided on a tariff basis and be subject to review by 
the Board, although the initial proposal could come 
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from Cochin itself. CanStates said that even with these 
safeguards, if the tariff including terminalling were to be 
uncompetitive, there was little prospect for increased 
product movements. 


Gulf said that its main concern was Dome’s potential 
conflict of interest as an owner of Cochin pipeline and 
as amajor shipper on the IPL system. Gulf held the view 
that the potential conflict of interest would be eliminated 
if the Windsor storage and loading facilities were regul- 
ated by the Board as acommon carrier. Gulf said that it 
would prefer having Dome's Windsor facilities leased to 
the Cochin system, rather than the Ethane Shippers, 
because it operates as acommon carrier. In Gulf’s view, 
the Board could direct Cochin under Section 59(3) of 
the National Energy Board Act to provide the facilities 
that are available at Windsor. It also had the view that if 
products other than ethylene were to be shipped by the 
Cochin system to Sarnia, the storage facilities at Sarnia 
should be part of the Cochin system in the same man- 
ner that storage facilities at Windsor should be. 
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Chapter 5 


The Storage and Terminalling Needs 


of Potential Shippers 


5.1 Potential Use of the Cochin System and the 


Windsor Terminal 


The intervenors were requested by the Board to provide 
information regarding the potential use of storage and 
loading facilities at the Windsor terminal assuming 
these facilities were available and competitive as a 
_ supply point. Of the eleven intervenors who responded, 
ten indicated that they would be interested in using 
such facilities. The responses varied in the amount of 
~ detail! provided. Some of the information provided was 
modified during the testimony of company witnesses. 


All of the respondents stressed that economics would 
be the prime determining factor regarding usage of the 
Cochin system and Windsor terminal. Most intervenors 
could not predict the volumes that they would ship 
through the Cochin system to the Windsor/Sarnia area. 
lt was generally agreed that this would be determined 
by the relative cost of acquiring specification product in 
Alberta and shipping on the Cochin system (including 
injection charges, pipeline tariffs, and terminalling and 
storage charges), versus the cost of product available 
from current Sources. 


The following table outlines the potential annual vol- 
umes suggested by some of the intervenors. 


Potential Cochin and Windsor Terminal Usage ** 


(103m?) 
COMPANY VOLUME PRODUCT YEAR 
CanStates 290 propane i 
145 butanes ‘ 
Canterra Energy 255 propane/butanes 1990 
Chevron 20 propane ; 
Gulf Canada 100 — 250 propane : 
20 — 50 butanes ‘ 
SOQUIP 290 butanes 1986 
290 — 350 propane or butanes 1989 
1 160 NGL mix 1989 


* Note: estimates were not qualified by the year that they were 
forecasted to commence. 
** Note: all of the above estimates were subject to the relative 
economics of the Cochin system versus alternative transporta- 
tion networks. 
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In addition to these volumes, CIGAS Products Ltd. and 
ICG expressed interest in moving specification pro- 
pane through the Cochin system, while Esso Re- 
sources Canada Limited, Petro-Canada and Shell 
expressed interest in moving both propane and 
butanes. Gulf, Shell and CanStates raised the pos- 
sibility of shipping NGL mix through the Cochin system 
in the future. Chevron and Esso said they might be 
interested in shipping some ethane through the Cochin 
system to eastern Canada. The Cochin panel represen- 
tative from Dow indicated that Dow had been studying 
the possibility of shipping butadiene and propylene 
through the Cochin system. 


Other factors that were cited by the intervenors as 
relevant to the potential future need for storage in Wind- 
sor were the future supply and demand for NGL’s in 
eastern and western Canada, pipeline and storage 
Capacity constraints, as well as any contractual terms 
and conditions associated with access to either the 
pipeline or storage facilities. 


5.2 Windsor versus Sarnia 


Most intervenors expressed interest in delivering to the 
Sarnia area. According to current pipeline configura- 
tions, they felt that access to the facilities at Windsor 
would be required to allow for the transfer of product 
between the Cochin system and the EDS in order to 
make deliveries to the Sarnia area. 


CIGAS, Gulf, ICG and Shell stated that they would like 
to use Windsor to supply local specification propane 
markets using rail and truck loading facilities at Wind- 
sor. ICG said that the fact that the Windsor facilities are 
ona different rail system was attractive due to rail traffic 
congestion problems in Sarnia. 


Polysar stated that access to storage at Windsor might 
be useful in trading NGL’. 


Many intervenors indicated that access to the terminall- 
ing facilities at Windsor would be an improvement over 
the current situation. 


Dow stated that it would continue to ship past Windsor 
on the Cochin system and therefore had no interest in 
storage at Windsor. 


Dome indicated that it would use its own facilities and 
had no interest in additional storage at Windsor. 


5.3 Storage Needs 


Given the lack of specific information regarding storage 
arrangements and costs, most intervenors were unable 
to specify the amount of storage they would require at 
Windsor. 


In addition to CanStates and Polysar (see sec- 
tion 2.5.5), ICG also indicated that it would consider 
providing its own storage facilities. 


ICG said that it requires long-term propane storage, for 
the heating season or longer. Under the right economic 
circumstances, |CG would be prepared to acauire stor- 
age at Windsor either through an agreement with the 
owners or by building its own. If it became necessary, 
ICG would also install truck loading and tank car facili- 
ties. |CG is only prepared to invest in such facilities if it is 
reasonably assured that the pipeline tolls will remain 
stable. However, since the incentive tariffs for the sys- 
tem could, in their view, be eliminated at any time in the 
future, ICG is reluctant to make such an investment. 


CIGAS also expressed a need for long-term storage at 
Windsor due to the summer to winter fluctuations in 
propane demand. The remaining intervenors were pri- 
marily interested in terminalling facilities with associ- 
ated short-term storage at Windsor. 


5.4 The Concerns of Dome and Cochin 


Cochin stated that the owners of the Cochin system, 
including Dome, have proposed that the Windsor facili- 
ties be made available to other shippers. It also said 
that Dome and the Cochin system owners are prepared 
to permit pipeline connections to the EDS or the Cochin 
system in the Sarnia area, to the extent that they can be 
justified. 


However, Cochin argued that it needs to know how 
much product various shippers are prepared to ship 
through its system to Windsor or Sarnia and that only 
through such discussions with various potential ship- 
pers can Cochin ascertain whether or not these ship- 
pers are serious about shipping propane and other 
products. 


Both Dome and Cochin noted with concern the ab- 
sence of firrm commitments from potential shippers to 
both ship product on their system and to obtain storage 
at Windsor. in Dome’s view, this made the evidence on 
the need for storage at Windsor inconclusive. 


Dome noted that considerable time was spent by some 
potential shippers in trying to determine if it would be 
possible to tiahtiine product past the Windsor terminal. 
In Dome's view, this demonstrated to a large extent that 
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the availability of storage at Windsor was of secondary 
concern to these potential shippers. Cochin main- 
tained that the provision of storage for its system near 
the Dow plant in Sarnia is the best long-term solution. 


The Cochin system owners argued that it is unreasona- 
ble to expect them to undertake expenditures to 
provide storage and terminalling facilities in the ab- 
sence of firm commitments from shippers. Potential 
shippers replied that, if Cochin is truly interested in 
increasing throughput on the system, it would be in 
their own interest to provide such facilities since the 
cost of the investment would not be great relative to 
potential returns to the pipeline. 


Cochin noted that its proposal is not dissimiliar to the 
arrangements in Fort Saskatchewan where storage is 
provided to shippers at competitive rates in the ab- 
sence of toll regulation. Several of the shippers were 
opposed to the concept of individually negotiating 
charges for terminalling and storage services as they 
perceive Cochin to be in a conflict of interest position. 
They also pointed out that the Fort Saskatchewan case 
is different because many companies offer storage, 
thereby creating competition, whereas competition 
amongst storage suppliers is absent at Windsor. 


5.5 General Industry Practice Regarding the 
Provision of Storage and Terminalling 
Facilities 


Cochin’s opinion is that a pipeline is not obligated to 
provide storage for its shippers, and that the provision 
of such storage should be decided by the pipeline 
owner. In planning the pipeline, Cochin made the deci- 
sion to provide surface propane storage at five U.S. 
locations to encourage shipments. However, it stated 
that shippers have many choices in Windsor for storage 
and, therefore, believes that it is not necessary to 
provide storage and terminalling facilities there. 


According to Dome, a common carrier pipeline should 
not be required to provide shippers with a means of 
getting on or off the line. However, if storage were to be 
considered a necessary and an integral part of a 
pipeline system, it agreed that such storage should be 
regulated. 


Gulf stated that there is no general industry practice 
regarding the provision of storage and that storage is 
supplied according to shipper needs. In some cases, 
several shippers will get together and construct one 
facility but have the pipeline company operate it, 
whereas in other cases, shippers will supply their own. 
Occasionally, pipelines will both construct and operate 
such facilities. 


ICG suggested that terminalling storage is critical to 
the development of a Canadian propane market to be 


served by Cochin. It considers that Canadian distribu- 
tors should be provided with the same type of terminall- 
ing services as Cochin provides in the U.S. 


Shell's opinion was that if shippers require terminalling 
facilities, then pipelines should provide such services. 
Shell stated that crude oil pipelines generally provide 
terminalling and tankage; specification product sys- 
tems do not. 


According to CanStates, the Texas Eastern Transmis- 
sion Corporation pipeline in the U.S. provides public 
facilities for propane shippers at the beginning and end 
of its pipeline, as well as at other locations on the 
pipeline. However, it agreed that some of the storage 
along this pipeline is shipperowned. CanStates also 
understands that Hydrocarbon Transportation Inc. and 
MAPCO, both pipelines operating in the U.S., provide 
some terminalling facilities for shippers of propane, 
butane and high vapour pressure product. 
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According to Cochin, IPL does not provide storage at 
Edmonton, breakout storage at Superior, or receiving 
storage at Sarnia for shippers of high vapour pressure 
product. Such storage is provided by the shippers. 


Evidence was given indicating that Trans-Northern 
Pipe Line Company does own some storage but that 
the majority of storage on its system Is shipper-owned. 
lts tariff and conditions of transportation require that 
shippers provide the necessary facilities for deliveries 
and receipts without restricting the full flow capacity of 
the Trans-Northern system. Questioned on the reasons 
for this, a witness for Gulf suggested that shippers of 
fungible products such as propane, butanes, and eth- 
ane are content to permit the pipeline company to be 
responsible for storage, for reasons of simplicity and 
economies of scale. However, shippers of non-fungible 
products would build storage for their own use, in order 
to protect the characteristics of their product. 
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Chapter 6 


summary and Conclusions 


The following is a summary of the relevant considera- 
tions and issues discussed during the hearing exclu- 
sive of the legal arguments dealing with jurisdiction. 


6.1 Relevant Considerations 


6.1.1 


This hearing was called in response to concerns ex- 
pressed by potential shippers during the Board's as- 
sessment of Cochin’s tariffs NEB No. 27 and No. 29. 
Some potential shippers were concerned that, with the 
addition of Windsor as a delivery point for propane, 
those who did not control the Windsor facilities did not 
have an equal opportunity to ship under the incentive 
tariffs. Thus the purpose of the hearing was to examine 
the facts relevant to a determination of whether the 
Board should be exercising jurisdiction over some or all 
of the Windsor facilities. In addition, the hearing was 
called to make a determination of whether, based on 
the present and future need for storage and terminall- 
ing facilities in Windsor, further action should be taken 
by the Board. The scope of the latter intention was 
clarified by the Chairman's opening statement wherein 
he said that: 


Purpose and Scope of the Hearing 


“| would like to stress at this time that, should it be 
determined that a problem exists with respect to the 
availability of storage and other facilities at Windsor, 
it is not within the scope of this hearing for me to 
gather information which would enable the Board to 
determine what would be the best solution to that 
problem. Such a determination could only be arrived 
at after a detailed examination of the relative 
strengths and weaknesses of each potential solu- 
tion. Obviously, such an examination would be con- 
ducted more appropriately once the Board has 
made its finding with respect to its jurisdiction over 
the Windsor facilities.” 


6.1.2 The Common Carrier Consideration 


The evidence for and against jurisdiction can be char 
acterized by a recurring general theme; that is whether 
the absence of Board regulation over certain key facili- 
ties restricts the ability of pipelines in the Windsor 
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Sarnia area, under Board regulation, to actually oper 
ate as common carriers. Specifically, the issue of 
whether the absence of Board regulation over the exist- 
ing facilities at Windsor, (which are necessary to re- 
move product from the Cochin pipeline system for 
ultimate delivery to the EDS or to truck and rail cars), 
unduly restricts the ability of the Cochin pipeline to 
actually operate as a common carrier. 


6.1.3 


The call by some parties for Board regulation over the 
Windsor facilities is in contrast to the satisfaction ex- 
pressed with the existing arrangements for storage and 
injection facilities at Fort Saskatchewan. This is under 
standable if one accepts that the main economic pur 
pose of regulation is to protect the public interest to the 
extent provided by competition in an unregulated mar- 
ket. The evidence suggests that this protection is 
provided by competition in the storage and terminalling 
arrangements at Fort Saskatchewan. 


The Economic Purpose of Regulation 


The initiatives of Dome and Cochin could succeed in 
simulating a competitive environment in certain re- 
spects. There was general satisfaction amongst the 
parties with the fact that the facilities would be equally 
shared amongst the users and no one objected that the 
price offered for the service was unfair. However, there 
was considerable concern on the subject of risk. This 
was expressed with respect to uncertainty over the 
durability that the Dome and Cochin initiatives would 
prove to have. The same concern was expressed with 
respect to the recently proposed incentive tariffs. 


In light of this uncertainty, potential shippers were reluc- 
tant to make firm commitments to ship under the incen- 
tive tariffs or to utilize the Windsor facilities. In many 
cases, such commitments would require making in- 
vestments to adapt to the use of Cochin as a supply 
source without any form of assurance that it would 
remain economically attractive to them. 


Cochin expressed an aversion to accepting risk, by 
stipulating that the Windsor facilities would be con- 
verted for use only if ship-or-pay commitments were 
received. It is natural for market participants to be risk- 
averse. In this case, a determination of whether risk is 


being appropriately distributed would have to take into 
account the relative status of the parties, and the size 
and nature of the required commitments and potential 
rewards. In this respect, the regulated status of the 
Cochin system, the underutilization of existing pipeline 
capacity, and the evidence as it relates to the required 
commitments and potential rewards would appear to 
favour the assumption of greater risk by Cochin than by 
potential shippers. 


6.1.4 The Concerns of Ontario 


The Ontario government argued that the Windsor facili- 
ties fell under provincial jurisdiction. However, the de- 
tailed evidence indicated that at present, it exercised 
this jurisdiction with respect to environmental matters, 
jurisdiction over well drilling and maintenance under 
the Mining Act and the Petroleum Resources Act and 
safety requirements under the Labour Act. No evidence 
was presented as to any regulation by Ontario on the 
use of tolls payable although it was suggested that 
these could be determined by the Ontario Energy 
Board. Ontario did not provide evidence to demon- 
strate that National Energy Board regulation would ren- 
der any of Ontario's regulation programs at Windsor 
redundant or indicate that there had been any prob- 
lems arising out of the National Energy Board's regula- 
tion over cavern |-4. Therefore, no reasons were 
presented upon which it could be concluded that Na- 
tional Energy Board and provincial regulation could not 
co-exist at the Windsor facilities, as is the case with 
other facilities under National Energy Board 
jurisdiction. 


6.1.5 General Industry Practices 


The evidence obtained during the hearing indicated 
that there is no general practice amongst pipelines for 
providing storage and terminalling facilities. However 
there was general agreement that storage provided by 
a pipeline company is usually limited to the short-term 
storage that is necessary to allow time to remove the 
product before the arrival of another batch of the same 
product. One witness suggested that shippers of non- 
fungible products have preferred to provide their own 
storage to protect the unique characteristics of their 
product, while common storage would often be more 
attractive to shippers of fungible products to take ad- 
vantage of economies of scale. 


6.1.6 Changing Circumstances 


Evidence was presented during the hearing that 
changes are taking place or being contemplated af- 
fecting the utilization of the Cochin system and con- 
sequently, the present and future need for storage and 
terminalling facilities at Windsor. These include: 


— the demise of some existing markets for products 
now handled by Cochin; 

— the growing appetite for NGL's at Sarnia to serve the 
petrochemical industry and the desire of Cochin to 
participate in supplying this market; 

— limitations in the capacity of the IPL system to de- 
liver NGL mix to Sarnia; 

— the commencement of NGL mix deliveries through 
the Cochin system; 

— the development of NGL storage and fractionation 
facilities at Marysville; 

— the possible extension of the multi-product use of 
the Cochin system to Sarnia; 

— apotential connection between Cochin or the EDS 
and Marysville; 

— the potential conversion of cavern |-4 and the eth- 
ane caverns to store other products; 

— the development of Dome's caverns B-7 and P-8; 
and 

— the potential expansion of the Dome rail and truck 
loading facilities. 


The extent of these changes suggests that the NGL 
industry in the Windsor-Sarnia area is in a state of 
considerable transition. 


6.2 Specific issues 


6.2.1 Cavern I-4 


Cavern |-4 is used to store ethane/ethylene interface 
and is under the jurisdiction of the Board. If that inter- 
face could be stored elsewhere, Cochin would consi- 
der (if it had firm commitments for its use) expanding 
the cavern and converting it to another use. Cochin may 
at that time apply to have the cavern removed from the 
Board's jurisdiction. Ontario did not cite any difficulties 
as a result of the Board's regulation of cavern |-4. 


6.2.2 The Ethane Shippers’ Facilities 


The facilities owned by the Ethane Shippers Joint Ven- 
ture are set out in Appendix VI. They include three 
ethane caverns, surface piping and a connection be- 
tween the Cochin system and the EDS via a dehydra- 
tion facility. Connecting the two pipelines without 
flowing through the dehydrators might require minor 
piping modifications. The Ethane Shippers have of- 
fered to convert the ethane caverns to alternative uses if 
excess Capacity develops and if firm commitments are 
received. They also offered to provide this service for 
$1.57/ms ($0.25/bb!), which would include storage for 
whatever period was necessary to transfer the product 
from Cochin to the EDS, dehydration services, and the 
use of the connecting pipe between the two pipelines. 
These facilities were developed at the same time as the 
Cochin pipeline. The question of whether they were an 


integral part of Cochin pipeline was argued both ways. 
However, the fact that they were necessary to permit the 
Cochin system, while operating in batch mode, to con- 
tinuously deliver ethane to Columbia, was not disputed. 


6.2.3. The Dome Facilities 


The facilities owned by Dome at Windsor including the 
original NGL mix caverns, the rail and truck loading 
facilities, and the dehydration facilities were developed 
and used prior to the development of the Cochin 
pipeline or the EDS from Windsor to Sarnia. However, it 
could be argued that the current operation of these 
facilities, the connection between the two pipelines, 
and the development of the two new caverns (B-7 and 
P-8) are now integrated with the purpose and operation 
of the two pipelines. 


Dome stated that, if sufficient demand were demon- 
strated, it would be willing to lease space in caverns 
B-7 and P-8 to the Ethane Shippers. The same offer was 
made with respect to the loading facilities. It was not 
prepared to lease space to the Cochin system. Dome 
stated that the facilities would be leased at a reason- 
able rate although it was not specified what that would 
be. It also stated that, if it became necessary, such a 
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lease would provide for the apportionment of the use of 
any facilities which it leased. 


6.2.4 Developing Facilities at Windsor 


The Board could order the Cochin system to develop 
new facilities, pursuant to section 59(3) of the NEB Act. 
In this connection it should be noted that, in its applica- 
tion to obtain a certificate to build the line, Cochin 
committed to provide storage, If requested. With re- 
spect to this option, there is no evidence that further 
storage capacity at Windsor is necessary at this time. 
Although demand for further truck and rail loading facil- 
ities was also not demonstrated conclusively, it was 
suggested that there is a possibility of it developing. In 
each case, the future need for these facilities cannot be 
accurately estimated due to the uncertainties related to 
the numerous initiatives underway. As a partner in the 
Cochin system, Dome stated that it was unwilling to 
participate in the development of new facilities until 
other less expensive alternatives had been fully ex- 
plored. Dome indicated that the cost of developing new 
loading facilities was relatively low and that there is 
space for four new tank car loading arms. 
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Chapter 7 
Jurisdictional Issues 


7.1. Arguments Pertaining to the Board’s 


Jurisdiction 


Parties submitted argument both for and against the 
proposition that Parliament, via the NEB Act, gave the 
Board jurisdiction over a part or all of the storage, 
loading and other facilities at Windsor. 


All parties agreed that the legislative and judicial basis 
for the argument rests in a combined reading of para- 
graph 92(10)(a) and subsection 91(29) of the Constitu- 
- tion Act 1867 which, as clarified by the Campbell- 
Bennett Ltd. v. Comstock Midwestern case [1954] SCR 
207, has the effect of allocating to the Federal Parlia- 
ment legislative authority over interprovincial or interna- 
tional pipelines and to the provincial legislatures 
legislative jurisdiction with respect to intraprovincial 
pipelines. 


The next building block in the construction of the argu- 
ment on jurisdiction is the definition of “pipeline” found 
in Section 2 of the NEB Act. Those arguing for Board 
jurisdiction argued that the effect of this section is to 
give the Board jurisdiction over storage and other facili- 
ties connected to an interprovincial pipeline (the 
Cochin system or the EDS) where these facilities are 
integral to the operation of the interprovincial undertak- 
ing (the pipeline itself). Some also argued that, by 
including “storage and other facilities’ in the definition 
of pipeline, Parliament was indicating that, prima facie, 
these facilities are by nature integral to the operation of 
a pipeline. 


Those arguing against Board jurisdiction contended 
that the definition contained in Section 2 is not relevant 
to the issue of jurisdiction because Parliament cannot, 
by defining an undertaking which, depending on one's 
interpretation of the Constitution Act 1867 could fall 
under either the federal or provincial authority, widen its 
sphere of competence. 


re P| 


The premise of the pro-federal argument is that a busi- 
ness or undertaking, even though it may be wholly 
situated within a province and owned and operated by 
-a different entity than the entity controlling the interpro- 
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vincial undertaking, can, by its very nature, be so inte- 
grated into an interprovincial undertaking as to be 
considered part of that undertaking for constitutional 
purposes. In order to determine the nature of the under- 
taking, the argument continues, one must ask whether 
the work performed or the services provided by the 
operation or business in question is an integral part of 
or necessarily incidental to the effective operation of 
the federal undertaking. The judgment must be made 
in each individual case and it is a functional-practical 
one about the factual character of the ongoing under- 
taking and does not turn on technical legal niceties of 
corporate structure or employment relationship. Nor 
should the fact that the operation could be viewed in 
isolation be sufficient to qualify it as an intraprovincial 
operation if, on a functional and practical basis, the 
operation is an integral part of the interprovincial work 
or undertaking. 


The parties arguing this side of the issue put forward 
the following factors to support their contention that the 
Windsor storage facilities are an integral part of the 
interprovincial undertaking: 


— the physical connection between the Windsor facili- 
ties and the Cochin system and the EDS; 

— the direct operational connection between the 
Windsor facilities and the pipelines; 

— the Windsor facilities are analogous to other types of 
operations which have been judicially determined 
to be subject to federal jurisdiction; — 

— the pipeline and Windsor facilities are dependant 
on each other; 

— the presence of the pipeline is the storage facilities 
sole reason for existence; and 

— the necessity of close co-operation between the 
storage facilities and the pipeline. 


With respect to the ownership and control of the two 
facilities, it is argued that even if the corporate and 
organizational relationship were relevant (and judicial 
authority has indicated that ownership cannot be deter- 
minative of the question) then the corporate interrela- 
tionship between the owners of the pipelines and the 
owners of the Windsor facilities would be a factor in 


favour of the storage facilities being considered an 
indivisible part of the interprovincial undertaking. 


Lastly, these parties point out that where there is no 
disharmony between federal and provincial legislation 
regulating the same undertaking in different respects, 
the two regulators can co-exist. Where there is a con- 
flict, the federal power is paramount. 


7.1.2 Arguments Against Board Jurisdiction 


The premise of the pro-provincial argument is that an 
undertaking, which by its nature is a local separate 
work and undertaking, even though it may be phys- 
ically connected to an interprovincial undertaking and 
serve or be complementary to that undertaking, does 
not warrant characterization as part of a single under- 
taking which would fall under federal jurisdiction. 


The parties arguing against the Board's jurisdiction 
over the Windsor facilities urge one to look at the char- 
acter and nature of the facilities, which they argue is 
that of a distinct operation not in the business of inter- 
provincial transportation of hydrocarbons. The local 
business may feed the convenience of the interprovin- 
cial pipeline and may even render more efficient or 
more profitable the federal undertaking but that does 
not make the business necessarily incidental to the 
undertaking. The following points are relied on in the 
argument that the nature of the Windsor facilities is as a 
separate business and not an integral component of a 
larger undertaking: 


— the types of services or businesses are different: 
one providing interprovincial transportation, the 
other local storage and loading; 

— the Windsor facilities are not a service directly on 
the federally regulated pipeline. They cannot be 
considered the arms and legs of the core pipeline; 

— the federal undertaking could operate without the 
particular facilities at Windsor. The Cochin Joint 
Venture has successfully operated the line for years 
without the need to purchase, lease or construct 
facilities like those of Dome. Shipments could be 
made straight through to Sarnia or could be trans- 
ferred to the EDS; 

— the service provided by the Windsor facilities could 
as easily be carried on by a party other than the one 
who Currently operates them; 

— some of the storage facilities were developed be- 
fore the pipeline and continue to be able to serve an 
undertaking other than the pipeline (e.g. rail car 
shipments); 

— the storage is not at the terminus of the EDS or 
Cochin system, but is merely storage along both 
pipelines; 

— the storage was developed to serve the particular 
needs of a customer (Columbia) rather than the 
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needs of the pipeiing. iney are not integral to the 
line but provide it with an aiternate source of supply; 

— the Windsor facilities do not have a single purpose 
nor do they have a single owner but enjoy a variety 
of ownership, purposes and operations; 

— the Dome and Ethane Shippers facilities could not 
be an integral part of the pipeline operation since 
most potential users of the pipeline want to bypass 
Windsor; 

— physically, the facilities are only connected to the 
pipeline (and some Dome facilities are not even 
connected). They are not part of the continuous 
pipeline system; and 

— the whole picture shows three components (pro- 
duction of product, shipment of product and gather- 
ing of product at the beginning and end of the line) 
which are essential to each other but they are sep- 
arate, not a single undertaking. 

In conclusion, facilities such as those at Windsor are, 

prima facie, local works or undertakings falling within 

provincial competence and the facts do not make them 
come within the exception found in the Constitution Act 

1867 which would bring them under federal jurisdiction. 

Federal jurisdiction could only extend to the private 

facilities if Parliament were to declare them to be for the 

general advantage of Canada pursuant to Section 

92(10)(c) of the Constitution Act 1867. 


7.1.3 


Certain intervenors did not fit squarely within either of 
the two positions outlined above. 


Other Arguments 


One intervenor applied essentially the same tests de- 
scribed above but came to the conclusion that though 
the Ethane Shippers caverns are an integral part of the 
Cochin system, the Dome caverns are not. The Board 
would therefore only have jurisdiction over the former. 


One intervenor, in addition to his assessment that the 
Windsor facilities fell under provincial competence, 
also argued that it would be inconsistent for the Board 
to assume jurisdiction over the Windsor facilities, while 
leaving the Fort Saskatchewan facilities under provin- 
Clal jurisdiction. 


Certain parties argued that, given the uncertainty sur 
rounding the future use to which the EDS and Cochin 
system and the storage at Windsor, Sarnia and 
Marysville will be put, it would be premature for the 
Board to rule on the question of jurisdiction at this time. 
One intervenor argued that a ruling on jurisdiction at 
this time would no doubt engender protracted litigation 
— which would be to no one’s advantage and of no help 
in solving any immediate problems that might exist. It 
was pointed out that the Board does not lose jurisdic- 
tion by failing to exercise it. 


7.2 Section 59 of the NEB Act 
Certain parties presented their views on the scope and 
meaning of section 59 of the NEB Act. 


7.2.1. Subsection 59(1) 


For the purposes of its argument, Dome assumed that 
the products moving through the Cochin system fall 
within the definition of “oil”, so that subsection 59(1) 
rather than 59(2) is applicable. Given the wording of the 
subsection, and in particular the omission of any refer- 
ence to storage therein, Dome argued that the clear 
intent of the legislation is that Cochin is not required to 
accept oil unless it can be satisfied that the shipper can 
get its product into and out of the pipeline. 


7.2.2 Subsection 59(2) 


For the purposes of its argument, Gulf assumed that 
propane falls within the definition of “gas” so that sub- 
section 59(2), rather than 59(1), is applicable. It was 
Gulfs view that the Board should make an order, pur- 
suant to subsection 59(2), formalizing the common car- 
rier status which currently exists. 
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7.2.3 Subsection 59(3) 


lt was argued that subsection 59(3) gives the Board 
clear jurisdiction to direct Cochin or EDS to make stor- 
age and other terminalling facilities available at Wind- 
sor or anywhere else along the systems, provided this 
is in the public interest and no undue hardship will 
result. Certain parties were of the view that the order 
could only aim at facilities considered to be a neces- 
sary part of the pipeline. 


It was also argued that the Board could not, under 
subsection 59(3), require Cochin to acquire the Dome 
facilities for shippers use. The Board could only have 
what would amount to a power of expropriation if the 
language giving it that power were clear and unequivo- 
cal, which it is not. Neither could the Board direct 
Cochin to make commercial arrangements with the 
owners of existing facilities, such as the facilities owned 
by the Ethane Shippers Joint Venture. If the Joint Ven- 
ture owners were not interested in making storage avail- 
able to the system on a commercial basis then Cochin 
would have no choice but to construct new facilities if 
the Board made an order under subsection 59(3). 
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Chapter 8 


Disposition and Recommendation to the Board 


8.1 Options 


My review and consideration of the evidence lead me to 
the conclusion that the following options are open to the 
Board. For the purposes of evaluating these options, | 
will assume that they are courses of action open to the 
Board, given its powers under the NEB Act. 


1. Leave matters as they now stand with the Board 
regulating only the Cochin pipeline system, includ- 
ing the interface cavern, and the Dome NGL 
pipeline. This was referred to during the hearing as 
the “Cochin solution”. 


2. Require the Cochin system to provide storage and 
terminalling in Windsor either by acquiring facilities 
Currently owned by others or by creating new ones. 


3. Assert and exercise jurisdiction over all of the facili- 
ties at Windsor owned by the Ethane Shippers Joint 
Venture (storage caverns, dehydration facilities 
and connecting pipelines). 


4. Assert and exercise jurisdiction over the dehydra- 
tion and product loading facilities currently owned 
by Dome. 


5. Assert and exercise jurisdiction over Dome's stor- 
age caverns No.’s 32, 33 and 35. 


6. Assert and exercise jurisdiction over Dome storage 
caverns B-7 and P-8. 


7. Assert and exercise jurisdiction over any combina- 
tion of items 3 to 6. 


8. Assert and exercise jurisdiction over all of the facill- 
ties in the Windsor terminal. 


9. Require the Cochin system to provide storage in 
Sarnia and make the adjustments to its pipeline 
that are necessary in order to allow the flow of 
products other than and including ethylene through 
to Sarnia. 


. Require the Cochin system and the EDS owners to 
integrate the two lines and provide storage in order 
to allow the flow of products through the Cochin 
system and the EDS to Sarnia. 
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As a preliminary step to arriving at a recommendation, | 
attempted to narrow down the options to those that 
seemed to me to be the most practical. 


Option 6 did not seem practical to me, given my finding 
that the evidence did not indicate a need for the devel- 
opment of more storage at Windsor, and caverns B-7 
and P-8 are not now ready for use or connected to the 
Cochin system. 


Option 8 seemed to me too radical a solution in relation 
to the size of the problem put before me. 


Options 9 and 10, though they may be attractive at 
some later time, did not seem to me, given the uncer 
tainty of the evidence with respect to the use of the 
Cochin system past Windsor, to be ripe for serious 
consideration at this time. 


This leaves options 1 through 5 and 7. 


With respect to option 1, it was argued that the Board 
should allow the status quo to maintain because the 
“Cochin solution” would ensure access to all of the 
Windsor facilities at reasonable rates. The Cochin solu- 
tion depends on the fulfillment of certain conditions. 
These are that surplus ethane storage capacity de- 
velops and is sustained, and that firm commitments are 
entered into by potential shippers of products other 
than ethane that would justify the conversion of one or 
more of the ethane caverns to other storage use. The 
solution also assumes Dome's willingness to share its 
loading facilities. This option does not give parties any 
assurance of alonger term provision of storage or of the 
maintenance, in the longer term, of a storage tariff 
acceptable to both Dome/Cochin and shippers. 


With respect to options 2, 4 and 5, these options are 
recommended by those who hold the view that a com- 
mon carrier system such as Cochin’s, which operates 
in the batch mode, should provide at least short-term 
storage as well as dehydration and product loading 
facilities at the termini of its system, given that such 
facilities are essential to the proper utilization of the line. 
To reinforce tne idea that the Cochin system should 
provide storage, it was pointed out that during the 


hearing held in connection with the certification of the 
Cochin system, the Applicant indicated that it would be 
willing to provide storage facilities at a future time if 
such were required and the need for them could be 
shown. 


In my view, the evidence did not establish that the 
storage, dehydration and loading facilities now in oper- 
ation are insufficient to meet potential needs, therefore, 
it would not seem logical to order the construction of 
new ones. On the other hand, | question the fairness of 
ordering a pipeline system to acquire another com- 
pany’s facilities, which now appear to be used mainly to 
service another pipeline. | would be especially reluc- 
tant to recommend such action in light of Dome's offer 
to discuss the sharing of its loading facilities, the prora- 
tioning of these facilities should demand exceed ca- 
pability, and the expansion of its tank car loading 
facilities by four more positions. 


With respect to option 3, the facilities owned by the 
Ethane Shippers Joint Venture were developed to allow 
the operation of the Cochin system for one of the pur- 
poses for which it was built — that is the fulfillment of the 
undertaking to supply ethane to the Columbia SNG 
plant at Green Springs. 


lt appears that this purpose can no longer sustain the 
continued viability of the Cochin system, but that other 
opportunities for the use of the line are presenting them- 
selves. These opportunities can only be realized if facil- 
ities such as those owned by the Ethane Shippers Joint 
Venture continue to be dedicated to the pipeline. 


With regard to option 7, since | consider that options 4 
to 6 are not appropriate, it would also not be an appro- 
priate solution to combine them. 


8.2 Recommendations 


While not specifically spelled out in the terms of refer- 
ence under which | was appointed to conduct this 
hearing under Section 14 of the NEB Acct, | feel that it is 
incumbent on me to make recommendations to the 
Board as to the action it should take having regard to 


the facts determined at the hearing and as set out in - 


this report. My recommendations are set out below for 
the Board's consideration. 


| consider that the best solution to the problem that 
gave rise to this hearing, is for the Board to commence 
to exercise its jurisdiction over all the facilities owned by 
the Ethane Shippers Joint Venture at the Windsor termi- 
nal (option 3). | recommend that the Board adopt this 
option. These facilities include the three ethane storage 
caverns, the dehydration facilities owned by the Joint 
Venture, and the piping connecting all these facilities to 
the Cochin and EDS lines. My reasons for making this 
recommendation are as follows. 


34 


The current situation with regard to the operation of the 
Cochin pipeline without any storage facilities being 
available in Windsor effectively frustrates the use of the 
Cochin system as acommon carrier. The reason for this 
is that it is impossible for any product, other than eth- 
ylene, being shipped in the Cochin system to move 
beyond Windsor without using storage facilities in 
Windsor. Theoretically, other products could be ship- 
ped in the Cochin line to Sarnia except that no facilities 
are available at the Sarnia terminus for receipt of prod- 
uct other than ethylene. At the present time, the section 
of the Cochin line between Windsor and Sarnia is al- 
ways packed with ethylene and movement only occurs 
to deliver ethylene to the Dow facilities in Sarnia. Be- 
cause of the different sizes of the pipelines, product 
cannot be delivered at full line rates from the Cochin 
system to the (northbound) Dome EDS without the use 
of some storage in Windsor. Given this situation, any 
product, other than ethylene, shipped by Cochin to an 
eastern Canadian destination must be removed from 
the Cochin system in Windsor. 


Itis apparent from the evidence that, wnen Windsor was 
added as a terminal point for shipments of propane on 
the Cochin system and the incentive tariff was in- 
stituted, Dome refused use of its storage caverns in 
Windsor on the basis that it was not in the business of 
renting cavern space and in any event required all its 
storage for its own use. It is noteworthy that Dome and 
Cochin’s apparent willingness to now negotiate for the 
use of facilities owned by Dome and/or the Ethane 
Shippers Joint Venture appeared only after the Board 
decided to conduct the hearing which is the subject of 
this report. | can understand potential shippers’ reluc- 
tance to put too much faith in this offer to negotiate. | 
can also sympathize with these shippers desire for the 
comfort of a regulated toll for storage and related ser- 
vices rather than a toll negotiated by each shipper. 


Given the apparent decline in Cochin’s ethane trans- 
portation business, it would appear that the Ethane 
Shippers Joint Venture facilities, which have always 
served the purpose of the Cochin system, could be 
made available to ensure the continued viability of the 
system as a shipper of products such as propane and 
NGL mix. Because these facilities already exist, be- 
cause they are more integrally connected to the Cochin 
system from an historical, operational and ownership 
point of view than the other facilities in Windsor such as 
Dome's, and because | think it is important that poten- 
tial shippers have some assurance of continuity, both in 
the provision of storage at Windsor and in the provision 
of that storage at a just and reasonable rate, | believe 
that option 3 is the option that the Board should adopt. 
Also, since the evidence did not establish, in my view, 
that additional storage is or will be needed in Windsor, 
or that the step of annexing facilities owned by an entity 
other than the one which owns the pipeline system is 


warranted, | believe that option 3 will sufficiently ad- 
dress the problems which exist at this time. In other 
words, | am of the opinion that the more extreme options 
are not necessary at present. 


8.3 Jurisdiction 


| have considered the arguments on the issue of the 
Board's jurisdiction. Those arguments are summarized 
in Chapter 7 of this report. My analysis of the facts leads 
me to the conclusion that the facilities owned by the 
Ethane Shippers Joint Venture form an integral part of 
the interprovincial and international undertaking that is 
the Cochin system. | find that, given the character of the 
said facilities at Windsor, we are dealing not with two 
separate and distinct undertakings but with one indi- 
visible whole. On the basis of this finding, and of the 
mandate conferred by Parliament on the Board with 
respect to “pipelines’ as that term is defined in the NEB 
Act, | hold the view that the Board has the legislative 
authority to implement my recommended option. My 
analysis of the jurisdictional question follows. 


When the history of the development of the facilities 
which now are contained in the Windsor terminal is 
investigated it is apparent that the whole terminal was 
not planned or constructed at the same time. Rather, 
various facilities were added as required by develop- 
ments taking place in the pipeline systems serving the 
area. The facilities owned by Dome were originally de- 
veloped in connection with the pipelines which were 
owned by Dome's wholly-owned pipeline subsidiaries. 
These facilities included the tank car and tank truck 
loading facilities, the storage caverns utilized by Dome 
for storing mixed NGL and specification product, and 
the dehydration facilities owned by Dome. 


On the other hand, the facilities owned by the Ethane 
Shippers Joint Venture, including its dehydration facili- 
ties, were developed to provide storage to serve the 
Columbia ethane contract without which the Cochin 
system is unlikely to have ever been constructed. The 
ethane storage caverns and related facilities have al- 
ways been dedicated to serve this purpose and in fact 
have never served any other purpose. These facilities 
are essential to the federal undertaking of the Cochin 
system and, in my assessment, given the changing 
purpose of the line, they will continue to be vital to its 
existence. 


| have considered the arguments that the facilities are 
not, for constitutional purposes, part of the core federal 
undertaking because they provide a separate service, 
wholly within the province, which is distinct and by 
nature different than that provided by the federal under- 
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taking. | have also weighed the argument that another 
storage facility could serve the Cochin system as well. 
The fact of the matter is that the ethane storage caverns 
always have, do, and | believe will continue to serve that 
interprovincial pipeline. They do so to such an extent 
that, in my view, they form part of the system. The 
degree of physical connection and operational inte- 
gration between the facilities and the core federal un- 
dertaking has contributed to and reinforces this 
conclusion. 


With respect to the question of ownership, the corpo- 
rate interrelationship between the owners of the ethane 
storage facilities and of the pipeline, though not a deter- 
minating factor in my assessment of the ethane facili- 
ties’ character as an indivisible part of the Cochin 
system, strengthens rather than weakens my position. 


8.4 Other Considerations 


| do not believe that my recommendation and my find- 
ing of jurisdiction, if adopted, will lead to any friction 
between federal and provincial regulatory powers. In 
my view, the two can peacefully co-exist. The exercise 
by the Board of its powers under the NEB Act should 
not hamper or even come close to interfering with the 
exercise by the Province of Ontario of its powers under 
the Mining Act, the Petroleum Resources Act or the 
Environmental Protection Act. In any event, if there were 
any conflict between the two levels of government in the 
exercise of their powers, it is my understanding that the 
federal power is paramount. 


With respect to Gulf’s request that the Board issue an 
order, pursuant to subsection 59(2) of the NEB Act 
“formalizing the common carrier status which presently 
exists’, | do not think that it would be appropriate for the 
Board to issue such a general order. In my view, It would 
be more appropriate for the Board, at such times as it 
deems it appropriate to do so, to issue specific orders 
pursuant to this subsection to cover specific needs. 


The above constitutes my report to the National Energy 
Board in accordance with Section 14 of the NEB Act, 
and my recommendations to the Board in respect of the 
matters which | was requested to examine. 


OC Hes 


Vi 


Ottawa’ Canada 
January 1986 


J.R. Hardie 
Presiding Member 
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HEARING ORDER MH-5-85 
DIRECTIONS ON PROCEDURE 
COCHIN PIPE LINES LTD. — DOME PETROLEUM 
LIMITED 
TERMINAL FACILITIES INCLUDING STORAGE IN 
WINDSOR, ONTARIO 


In considering tariff NEB No. 27, filed by Cochin Pipe 
Lines Ltd. (Cochin), which added Windsor, Ontario as a 
_ delivery point for propane, the National Energy Board 
(“the Board”) became aware of concerns of interested 
parties relating to the existence of and access to termi- 
nal and storage facilities located in Windsor, Ontario for 
users of the Cochin pipeline and more specifically ter- 
minal, storage and related facilities (“Dome facilities’) 
owned or leased and operated by Dome Petroleum 
Limited (Dome). The Board has decided, pursuant to 
subsections 14(1), 20(3) and 59(3) of the National En- 
ergy Board Act, (“the Act”) to hold a public hearing: 


(1) to obtain additional information with respect to the 
Dome facilities, to better enable the Board to as- 
sess its position concerning jurisdiction; and, 


(2) to examine the general issue of the present and 
future need for and availability of terminal facilities 
including storage in Windsor, Ontario for users of 
the Cochin pipeline and to obtain submissions 
from Dome, Cochin and interested parties. 


The Board therefore directs as follows: 


1. A public hearing shall be held in the Centennial 
Room at the Sandman Inn, 888-7th Avenue S.W., 
Calgary, Alberta, commencing at 9:30 a.m. on 29 
October, 1985 to receive the submissions of 
Dome, Cochin and interested parties on the mat- 
ters outlined below. 


2. Domeand Cochin are directed to file submissions 
by 30 September, 1985 which address the follow- 
ing matters: 


— the relationship of the Dome facilities to the over- 
all pipeline system; 


— details of the physical layout of the Dome facili- 
ties and their connection to the Cochin pipeline; 
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— the ownership of the Dome facilities and the 


ownership of the pipeline; 


— the degree of common operation between the 


pipeline and the Dome facilities; 


— the reason for the existence of and the function 


fulfilled by the Dome facilities; 


— the present and future need for storage in Wind- 


sor and whether any action is required by the 
Board; 


— the availability of storage and any impediments 


preventing potential shippers from obtaining 
storage; 


— such other matters, relevant to the issues out- 


lined above, as the parties may wish to raise. 


Dome and Cochin are also directed to file, as part 
of their submissions, a schematic diagram of the 
Windsor area facilities identifying respectively 
those facilities used by Cochin, Dome and Dome 
NGL Pipelines. 


Dome, Cochin and interested parties are ex- 
pected to provide witnesses at the hearing to 
speak to their submissions. 


Parties wishing to intervene are directed to file 
submissions on any matters relevant to them with 
the Secretary by 30 September, 1985. 


The Secretary will issue a list of interested parties 
shortly after 30 September, 1985. 


All parties are directed to file 20 copies of their 
submissions with the Board and serve one copy 
on each other party as soon as possible after 
receiving a list of parties. 


A copy of all documents will be available for view- 
ing in the Board's Library, Room 902, 473 Albert 
St., Ottawa, Ontario and its office in Calgary at 
4500-16th Avenue N.W. 


The Board will arrange for publication of the at- 
tached Notice of Public Hearing in the following 
publications: 


PUBLICATION 


“The Herald” 


“The Journal” & “Le 
Franco-Albertain”’ 


“Leader-Post” & 
L’Eau-vive” 


“The Winnipeg Free 
Press’ & “La 
Liberté” 


“The Globe and 
Mail’, “Toronto 
Star’, “Financial 
Times of Canada” & 
“The-Financial Post” 


“Star” & “Le 
Rempart” 


“The Citizen’, “Le 
Droit” & “Canada 
Gazette” 


“The Gazette’, “Le 
Devoir’ & “La 
Presse” 


“Le Soleil” & 
“Journal de 
Québec” 


CITY 


Calgary, Alberta 
Edmonton, Alberta 
Regina, 


Saskatchewan 


Winnipeg, 
Manitoba 


Toronto, Ontario 


Windsor, Ontario 


Ottawa, Ontario 


Montreal, Quebec 


Quebec City, 
Quebec 
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Cochin shall serve a copy of these Directions on 
Procedure and attached Public Notice forthwith 
on all shippers. The Board will serve a copy on 
those parties listed in Appendix I. 


The order of appearances, the order of calling of 
evidence and the submission of closing argument 
shall be dealt with by the Board at the outset of the 
proceedings. 


Persons wishing to file letters of comment should 
serve 1 copy of the documents on Cochin, 1 copy 
on Dome and file 1 copy with the Board by 30 Sep- 
tember 1985, who in turn will provide copies for all 
other parties. 


Unless otherwise directed by the Board the pro- 
cedure outlined in Part III of the Draft NEB Rules of 
Practice and Procedure dated 18 February 1985 
shall apply. 


Simultaneous interpretation will be provided at 
this proceeding if requested by any party. In order 
to facilitate the arrangement of this service, par 
ties are asked to advise the Board by 30 Septem- 
ber 1985 in this regard. 


NATIONAL ENERGY BOARD 


G. Yorke Slader 
Secretary 
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ORDER AO-1-MH-5-85 
(Amending Hearing Order MH-5-85) 
Amendments to Directions on Procedure 
Cochin Pipe Lines Ltd. — Dome Petroleum 
Limited 
Terminal Facilities Including Storage in Windsor, 
Ontario 


On 4 September 1985, the National Energy Board is- 
sued Hearing Order MH-5-85 setting out the Directions 
on Procedures for a public hearing the Board will hold in 
Calgary to obtain additional information regarding the 
Windsor, Ontario propane storage facilities to better 
enable the Board to assess its position concerning 
jurisdiction and to address the subject of the availability 
of propane terminal and storage facilities in Windsor to 
other users of the Cochin pipeline. 


Realizing that it would be difficult for interested parties 
to formulate positions and file submissions on the is- 
sues to be examined at the hearing until they have had 
a chance to review the submissions of Dome and 
Cochin, the Board has decided to change the filing 
date for submissions from interested parties from 
30 September 1985 to 15 October 1985. Accordingly, 
paragraphs 4 to 7 of Hearing Order MH-5-85 are re- 
voked and replaced by the following: 


"4. Dome, Cochin and interested parties are ex- 
pected to provide witnesses at the hearing to 
speak to their submissions. The Board would 
also expect parties to address in argument 
the matter of the Board's jurisdiction over the 
existing facilities. 


“5. Parties wishing to intervene are directed to 
advise the Secretary of their intention to inter- 
vene by 30 September 1985. 
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"6 The Secretary will issue a list of interested 
parties shortly after 30 September 1985. 


“7(1) Dome and Cochin are directed to file 20 cop- 
ies of their submissions with the Board by 
30 September 1985 and serve one copy on 
each other party as soon as possible after 
receiving a list of parties. 


© 
“~~ 


Interested parties wishing to make submis- 
sions are directed to file 20 copies of their 
submissions with the Board and serve one 
copy on Dome, Cochin and each other party 
by 15 October 1985.” 


Also, the fifth paragraph of the Notice of Public Hearing 
attached to Hearing Order MH-5-85 is revoked and 
replaced with the following: 


“The deadline for receipt of notices of intention to 
intervene and letters of comment is 30 September 
1985. The Secretary will then issue a list of 
submittors. 


The deadline for receipt of written submissions from 
Dome and Cochin is 30 September 1985 and for 
written submissions from interested parties is 
15 October 1985.” 


NATIONAL ENERGY BOARD 


G. Yorke Slader, 
Secretary 
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Appendix III 


The Cochin System 


Dome FSK Terminal 
Cochin Storage 

C2 1.81 mmbbis 

C3 1.00 mmbbis 
Procor C2 1.00 mmbbis 


AEGS C2 0.43 mmbbis 


Receipts 
C2 AEGS 
C2 Chevron, Procor, Dome 
C2 Dow 
Proctor 
Edmonton Fort Sask. Storage Facilities 
| 5 r, 
? Saskatchewan v 
Regina Terminal . Cochin Capacity 
ee : Winter 94 mbpd or 14 940 m3pd 
rage 
' ' €2 0.82 mmbbis Manitoba Summer 90 mbpd or 14 310 m3pd 
Alberta ' 
C3 0.60mmbbis ; 
Receipts ' 
C3 Procor 
: a | 
' Regina 1 
| ! Ontario 
Si 
\ 
Sg Jaa» 
We 0 oe 
Carrington Terminal 
Propane Delivery 
MP 789 f <a 
fi 2, f 
\ Sarnia 


(Srnia) 


Mapco West ‘ 


Junction P33(640) 


! Benson Terminal | MP 1902 
Propane Delivery Windsor Terminal —= 
i MP 1010 : Storage 
i. C2 0.9 mmbbis 


Interface 0.1 mmbbls 


\ [Riga * 
--—- al Junction 


’ ‘IMP 1764 


« 
2» 
ie * Green 


’ Springs 


Mankato Terminal 
Propane Delivery 
MP 1127 


New Hampton Terminal 
Propane Delivery 
MP 1240 


i . 

' Mapco East HT! Clinton Milford Terminal 

| \ Junction Junction Propane Dilivery 
MP1342 MP 1386 MP 1646 
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Appendix IV 


Eastern Delivery System & 
Cochin System 
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Appendix V 


Sarnia Area 
NGL and Condensate Pipelines 
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WINDSOR STORAGE FACILITIES 
Filed as part of Exhibit Nos. 17(Dome) and 19(Cochin) 
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